
William A. Bonnet 
Vice President 
Government & Community Affairs 

- Hawaiian Electric Company, IPF- PO Box 2750 Honolulu, HI 96840-0001 
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The Honorable Chairman and Members of 
the Hawaii Public Utilities Commission 

465 South King Street 
Kekuanaoa Building, 1 st Floor 
Honolulu, Hawaii 968 13 

Dear Commissioners: 

July 14,2006 

Subject: Docket No. 05-0069 
Energ Efficiency Docket 

In accordance with the proposed amended procedural schedule in this proceeding filed 
June 21, 2006 by the Consumer Advocate, on behalf of all the parties/participants, attached are 
HECO/HELCO/MECO's responses to information requests on its Final Statement of Position of 
received from the Consumer Advocate, Department of Defense, Rocky Mountain Institute, 
Hawaii Solar Energy Association, Hawaii Renewable Energy Alliance, The Gas Company, Life 
of the Land and Kauai Island Utility Cooperative. HECO/HELCO/MECO did not receive any 
information requests from the County of Kauai and the County of Maui. 

Sincerely, 

Attachments 

cc: Division of Consumer Advocacy 
K. Davoodi 
R. Young, Esq. 
B. Moto, Esq. 
H. Curtis 
K. Datta 
C. Freedman 
R. Reed 
W. Bollmeier 11 
J. Crouch 
H. A. Dutch Achenbach 
G. T. Aoki, Esq. 
L. D. H. Nakazawa, Esq. 
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CA/HECO-IR- 1 Ref: Final Statement of Position. 

On page 9, the Company states that goals should be established only for energy efficiency and 
not for pateme.9, be74(explainor )]TJ
-03
0 Tc 1625 0 0 1.8727389.12064791.7809 Tminnd 
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CAIEECO-IR-2 Ref: Final Statement of Position. 

The Company originally proposed utility administration of all programs, but now (page 19) 
supports a hybrid approach whereby the utility administers some programs and a third party 
administers other programs. Please describe in detail all of the reasons for the change in the 
Company's position. 

HECO Response: 

Please see pages 19 - 38 of HECO's FSOP. 
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CAAECO-IR-3 Ref: Final Statement of Position. 

On page 22, the Company proposes to have a third party administrator for certain customer 
segments that are difficult to reach. Please explain how third parties would be better suited to 
reach these customer segments. 

HECO Response: 

A third-party may or may not be better suited to reach these customer segments. 

However, the Company has found that these customer segments are difficult to reach. A third- 

party administrator may provide the opportunity for more cost-effective DSM program delivery 

to these under-served customer segments, andlor may be a source of innovative delivery methods 

that could increase customer participation, due to the third-party's prior experience working with 

these segments. 
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CA/HECO-IR-4 Ref: Final Statement of Position. 

On page 26, the Company requests the option to compete for implementation of programs to be 
awarded to third parties for administration at its discretion. Please describe how the process for 
such competition would be designed and implemented. In the explanation, please identify all 
criteria that would be used in the process, and who would decide if the Company won the 
competition. 

HECO Resuonse: 

The Company cannot at this time describe the process as it will be determined by the 

Commission or the third party administrator, a process with which HECO would like to have 

input. However, if it feels that there is an opportunity to cost effectively deliver energy 

efficiency into those customer segments HECO will comply with that process. 



CA/HECO-IR-5 
DOCKET NO. 05-0069 
PAGE 1 OF 1 

CA/HECO-IR-5 Ref: Final Statement of Position. 

Please explain why the Company's hybrid proposal for implementation does not constitute 
cherry picking, where the Company gets to implement the easy programs and a third party gets 
to implement the hard programs. 

HECO Response: 

HECO has demonstrated its success in implementing DSM programs in specific customer 

segments such as the large Schedules J and P commercial customers. That is because the 

Company, over several years, has established customer relationships that are founded in trust and 

credibility, developed program and customer operations expertise, and has a history of cost- 

effective DSM program implementation in many of these customer segments. The Company has 

invested substantial effort, resources, and time to achieve these successes. Thus, it believes that 

the term "cherry-picking", which refers to the easy attainment of objectives at little cost, is an 

inappropriate description of the Company's proposal. Should a third-party take over 

administration of the programs that the Company proposes to continue to administer, the third- 

party will have to establish similar customer relationships, and the time, effort, and cost to 

establish such relationships would likely be significant. 

The Company acknowledges that it has had difficulty reaching the customer segments 

proposed for third-party administration. That difficulty is one of the reasons why a third-party 

might have more success than the utility in those segments. See also HECO's response to 

c m c o - I R - 2  and 3. 
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CAAECO-IR-6 Ref: Final Statement of Position. 

On page 30, the Company states that load management programs should remain utility 
administered programs. Please explain in greater detail why a third party could not administer 
and operate load management programs in response to instructions from the Company. 

HECO Response: 

According to the Consumer Advocate, "The DSM program administrator is the entity that 

will have a central role in the administration, coordination and supervision of DSM programs." 

(See the CA's FSOP, Appendix E, CA's PSOP, page 22.) For load management programs the 

coordination of load management includes the crucial decision of when the enrolled load should 

be interrupted in order to maintain system stability. The utility is in the best position to make 

that decision based on projections of demand, the status of the generating units and other 

available resources, and the state of its transmission and distribution systems. 

The need for the utility to be the load management program administrator does not 

necessarily mean that it has to market and enroll customers into the load management programs 

(as differentiated from administering). Load aggregators have been known to acquire load 

reduction resources on behalf of utilities or Independent System Operators (ISO) in other 

jurisdictions. However, the decision of when to activate the resource has always been retained 

by the utility or ISO. 
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CA/HECO-IR-7 Ref: Final Statement of Position. 

On pages 38-39, the Company states that recovery of DSM costs through base rates is required 
because: 

1. it allows the Company to adjust incentives levels; 

2.  it allows the Company to focus its efforts on the most effective programs; 

3. DSM is part of the Company's normal business; and 

4. It results in reduced efforts by the Company, Commission, and Consumer Advocate to 
monitor program effectiveness. 

Please explain in detail why each of these objectives cannot be accomplished if DSM program 
costs are recovered via a surcharge as opposed to base rates. 

HECO Response: 

Not all of the items listed above are objectives. For example, the fact that DSM is part of 

the Company's normal business activities (provided it receives the appropriate financial returns 

commensurate of that effort) is a reason why DSM program costs should be recovered in base 

rates and is not an objective. 

The flexibility to adjust DSM program budgets and focus efforts into the most effective 

programs through program resource re-allocation without regulatory approval are objectives that 

are realized when program costs are placed in base rates. Once determined by the Commission 

to be reasonable and placed in base rates, the utility has traditionally been able to allocate the 

resources available to it in the manner deemed most reasonable by the utility without further 

undue monitoring. That is why placing program cost recovery in base rates also results in 

reduced efforts by the Company, Commission, and Consumer Advocate to monitor program 

effectiveness. 

Under the current surcharge mechanism, HEC07s ability to adjust DSM program budgets 
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or re-allocate funds among programs is limited and requires Commission approval. However, if 

the Commission decides that DSM program costs should continue to be recovered through the 

DSM surcharge, then HECO requests Commission approval of program budget flexibility 

provisions that will give HECO the flexibility to make program modifications on an ongoing 

basis, and report on such modifications in its Annual M&E Report. See HECO's FSOP at pages 

33,40 and 41. As stated on page 40, HECO is willing to explore a continuation of a surcharge 

mechanism further with the parties during the course of the proceeding. 
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C m C O - I R - 8  Ref: Final Statement of Position. 

On page 41, the Company states that penalties for unmet DSM commitments are not necessary. 
Please explain in detail why it is appropriate for the Company to be rewarded for good 
performance, but not penalized for bad performance. 

HECO Response: 

A properly designed incentive (i.e., one that adequately rewards good performance 

towards well defined objectives) provides sufficient incentive as demonstrated by HECO's DSM 

program performance under the existing shareholder incentive mechanism. A properly designed 

utility incentive does not need to penalize bad performance because the Commission already has 

the ability to do so under its existing regulatory powers. Therefore, a separate and additional 

penalty for bad performance is not necessary. 

In addition, if "bad performance" in any given year is indicated by program costs 

exceeding program benefits in the existing shared savings mechanism, then there would be no 

"reward" to the utility. This has typically been the case for the REWH Program, which can be 

characterized as marginally cost-ineffective. However, not included in the shared savings 

mechanism as currently derived is any quantification of benefits such as job creation and 

reducing the use of fossil fuel related to the installation of solar water heating systems. 
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C m C O - I R - 9  Ref: Final Statement of Position 

On page 44, the Company states that an increase in the customer incentive in the REWH and 
RNC programs was not reflected in exhibits 7 and 8. Please provide updated copies of exhibits 
7,8, and 10 with the change reflected. 

HECO Resoonse: 

Please see the attached updated Exhibits 7, 8, 10 and 12 which include the increased 

REWH and RNC incentive. For illustrative purposes, the calculation of DSM program cost- 

effectiveness includes utility compensation Alternative No. 2 as proposed by HECO on page 79 

of its FSOP. Alternative No. 2 is just one of the three utility compensation proposals being 

offered by E C O  in this docket. These documents also reflect the following corrections to 

Exhibit 10 identified after the FSOP was filed: end effects after 2025, energy savings at 

consistent levels of generation, and spurious avoided cost data. The corrections reduced the 20- 

year planning horizon Lifetime Benefits and Net Benefits, which in turn reduced the benefitkost 

ratios. These updated exhibits replace the same exhibits in HECO's FSOP. 



EE Docket Summary 
Overall Summary (1) 

TABLE A: SAVINGS AND INCENTIVE SUMMARY 
ENERGY EFFICIENCY PROGRAMS I 

I Current Values (Proposed tor EE Docket) I 
2006 Savings 

(Net System Level) 
2006 Budget (Million $1 

Annual I Peak I 

TABLE B: SAVINGS AND INCENTIVE SUMMARY - GROSS SYSTEM LEVEL 
LOAD MANAGEMENT PROGRAMS 

Note: 1) Implementation includes base labor, outside services, marketing, advertising, and evaluation. 

Assumotions: 
Escalation Rate = 2% 
Retail Rates 
Residential Energy Rate (@kwh) 0.1 1 
Commercial Industrial Energy Rate ($/kwh) 0.08 
Commercial lndustrial Demand Charge (WkW-yr) 46.00 

Return on Costs (% of Admin&lncentive Costs) 15% 

I Rate Case Values (Exhibit HECO-1104) 

2005 Savings I 2005 TI Budgel (Million $1 I 

I Rate Case Values (Exhibit HECO-1104) I 

I EF:~ I 2 ~ : ~  1 Incentives I ~ r n p ~ e m e n ~ t i o n ~  Erpmn I I 
2005 Savings 

(Net System Level) 
I 

HECO EE Docket -- Overall Summary 
Page 1 of 1 
711 412006 
REVISED 

2005 TY Budget (Million $) 

I I 
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IUI Pfopnm 

?OW 

0 
17.51 

1908.544 

5450.035 

W50.W 

1150.000 
Y 9 . m  
$11,880 
U0.126 
Y3.W 
582,016 
138.324 

$101,5W 

W , W  

50 

U.193.564 

20% 

0 
34.93 

$2,163,255 

$144.123 

$144,123 

$40,970 
57,230 

$13,255 
$7,230 

50 
19.64 

$13.255 
$30.125 

S130,lW 

$2,457,517 

2024 

0 
14.65 

2017 

0 
35.35 

$2.280.374 

$155.284 

$155.284 

$44.143 
$7,790 

$14.282 
$7,790 

50 
$10.387 
$14.282 
$32.458 

$140.218 

$2,575,877 

mvw Budpat 
2016 

0 
35.18 

12,231,286 

$149,599 

$149,599 

$42.527 
17.605 

113,759 
$7,505 

50 
$lO,m8 
$13,759 
$31.270 

~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ ~ u 9 3 5 p ~ ~ ~ ~  
$135.085 

$2,515,971 

ZWB 

0 
2.98 

1227.550 

$428.249 

5428,249 

WOO.000 
SB1.000 
526.3W 
$27.960 
522,222 
585,402 

1133.300 
$280.000 

Sh044.1*2 

50 

$1.699.911 

2026 

0 
14.65 

looe 

0 
24.60 

S1,271.3UI 

WW.605 

5460.985 

$125.000 
$ 2 9 . 9 ~  
511.970 
$31.270 
$24.863 
595.512 
138.M 

1161,000 

-,186 

$2,858,498 

W 7  

0 
11.31 

$705.998 

1438.569 

1438,569 

$250,000 
$21,000 
$31,750 
$29.022 
$23.068 
588.647 

llW.825 
UY),WO 

S1.20I8326 

50 

$2.345.893 

2010 

0 
14.65 

2017 

0 
14.65 

ZWB 

0 
6.16 

lOl8 

0 
3552 

$2.330.543 

$161.165 

$161.165 

$45.820 
$6,086 

$14.824 
$6.086 

lo 
$10.781 
514.824 
533.691 

$145547 

$2.637.274 

ZOZl 

0 
14.65 

ZOW 

0 
14.65 

looe 

0 
14.65 

2016 

0 
14.65 

2007 

0 
11.W 

lot0 

0 
35.69 

$2.381.815 

$167,310 

$167,310 

$47.561 
58.3~3 

515,388 
58.3S3 

50 
$11.191 
$15.388 
M.972 

$151.078 

5 0 5 0 5 0 5 0 5 0 5 0  

$2.mO,M2 

2010 

0 
26.a 

11,415,585 

1119,604 

$119.804 

W.000 
S6.m 

$11,000 
W000 

50 
SB.000 

$11,000 
@,MO 

$ l W W  

$1.643.189 

21322 

0 
14.65 

ZWB 

0 
14.50 

2013 

0 
32.11 

$1,883,419 

$133.764 

$133.764 

138.025 
$6,710 

$12.302 
$6,710 

50 
$6.917 

512.302 
$27.960 

1120,786 

$2.137.W 

2028 

0 
14.65 

2010 

0 
14.65 

0 
36.77 

$2,431,215 

$173,668 

Slrn666 

$49,369 
58,712 

115.972 
18.712 

50 
$11.616 
115.972 
W.301 

$158,818 

$2,764,701 

2014 

0 
33.80 

$2,051,696 

$138.847 

$138.847 

$39,470 
$6.9~ 

$12.770 
$6,965 

50 
$9,287 

$12.770 
$29.022 

$125.376 

$2.315.918 

2011 

0 
28.31 

51,565,554 

1124,149 
P P P P P P P P P P  

$124.149 

U5.292 
$6.6.228 

$11,418 
$6.228 

50 
f8.W 

111.418 
$25.850 

S112.1M 

H.801.807 

lprl 

0 
14.65 

W l l  

0 
14.65 

2012 

0 
30.34 

$1.721.436 

$128.867 

$128.867 

$36,633 
$6,465 

S1l .W 
$6.465 

$0 
58.620 

$11.852 
526,936 

5116,W 

~ W ~ ~ ~ ~ s O  

11,966,666 

2W.l 

0 
35.86 

$2,487,767 

$160,267 
I P P P P P P P M P  

$180,257 

$51,245 
$ 9 , ~  

$16,579 
$9,043 

50 
$12.058 
$16.579 
$37,680 

1162778 

$2,830,812 

2013 

0 
14.65 

0 
35.94 

$2,542,408 

$187,117 

5187.117 

$53,192 
*),387 

$17.209 
$9,387 

50 
$12,516 
117.M9 
$39,112 

1168.963 

50 

$2,898579 

2014 

0 
14.65 

& 

0 
36.02 

$2.598.433 

$194,228 

$191,228 

$55,213 
~~7,744 

517,863 
$9,744 

lo 
$12.991 
$17,883 
$40,598 

$175.384 

50 

$2,966,045 

2016 

0 
14.65 

2016 

0 
14.65 

am4 

0 
36.02 

$2.655.599 

$201.W 

$201.608 

$57.312 
$10.114 
$18.542 
$10,114 

50 
$13,485 
518.542 
$42.141 

$182.048 

50 

13,039255 

0 
36.02 

$2,714,022 

W 2 7 0  

1209,270 

$59,489 
110.498 
$19.247 
$10.498 

50 
$13,997 
119,247 
143,742 

1188.W 

50 

$3,112257 



Program-Level Changes 
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Energy Efficiency Programs 

Commercial lndustrial Energy Efficiency 

Commercial lndustrial New Construction 

Commercial lndustrial Custom Rebates 

Energy Solutions for the Home 

Residential Efficient Water Heat 

Residential New Construction 

Residential Low Income 

Residential Direct Load Control 

Commercial lndustrial Direct Load Control 
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Change from Rate Case 

Measures analyzed for rate case included: HE Cooling, CFL, T8, T5, LED Exit, Induction, Premium Efficient 
Motors and Window Tinting. 
Several measures added to analysis for Docket (in red): HE Cooling, CFL, T8, Delamping, T5, LED Exit, 
Induction, High Pressure Sod~um, Metal Halide, Occupancy Sensors, Premium Efficient Motors and Window 
Tinting. 
Measures analyzed for rate case were: HE Cooling, CFL, T8, T5, Induction, Premium Efficient Motors and 
Window Tinting. 
Several measures added to analysis for Docket (in red): HE Cooling, CFL, T8, T5, Induction, Hlgh Pressure 
Sodium, Metal Halide, Occupancy Sensors, Premium Efficient Motors, Window Tinting and Customized 
Measures. 
Analysis framework changed for Docket. Savings and customer cost based on review of historical program 
data (from DSMlS records) with appropriate adjustments made to reflect measures that are now included in 
CIEE program. 

Central AC was changed to split system AC due to more prevalent market for the latter. 
EnergyStar appliances were assumed to be one of 3 possibilities: clothes washer, refrigerator, dishwasher 
whereas in the rate case it was assumed that the typical participant would take all three. 
lncentive amounts increased in Docket vs. Rate Case for Room AC ($75 vs. $59), Packaged AC ($1 10 from 
$1 07 for Central AC), Ceiling fans ($40 vs. $39) and equipment servicing ($50 vs. $47). 
lncentive amount decreased for CFL ($7.50 vs. $23 to reflect better information about equipment cost), 
EnergyStar appliances ($50 vs. $1 30 to reflect assumption change of 1 appliance vs. 3 appliances). 
No change. 
CFL package was added to RNC program. 
lncentive level for Tank and Timer increased to reflect the ongoing $6O/year payment to customers who 
particpate in HECO's cycling of their water heaters during periods of system constraint. 
lncentive level for Gold Plus option of Build Green was increased to 50% of customer's cost to provide extra 
encouragment for natural ventilation. 
CFL package was made identical to ESH program (e.g., number of bulbs and cost of bulbs). 
Equipment servicing was removed from the program due to limited market for Central AC among low income 
customers. 
Adjustment to number of participants made based on implementation experience. 
Planned delay in startup for air conditioning component relative to rate case assumption. 
Addition of voluntary load control and small DLC program components whereas the prior program design 
only anticipated having large C&l customers participating. 



Number of New Participants 

ClEE 
I Number of First Year I 

I I lsector 

Component 

a. HE Cooling 

b. CFL Lighting 

ed market response suggests higher levels of participation tha~n 

I NA 1 25 1 Measure not inblur 
d. Delamping HECO Fnerav Sefl 

Rationale for Change 

According to DSMIS database, fewer cooling measures than originally anticipated. 
New measure is expected to draw a larger number of participants; this perspective is 
based on positive market response to HECO's current CFL experience in the residential 

Participants 

Better than expect1 
originally antici--'- 

I 

g. HE Lighting - Induction 1 38 1 10 1 nbbul UII ty ru wvtvi~ 

histnricallv. 

Rate Case 

150 

50 

c. HE Lighting - T8 

5-10aled in initial analysis; changed made based on additional inpul from 

Proposed 
Docket 
125 

75 

100 

. . - - . --.vices personnel. 
e.HE Lighting - T5 
f. HE Lighting - LED Exit 

h. HE HPS HID 
led in initial analysis; changed made based on additional input from 
vices personnel. 
led in initial analysis; changed made based on additional input from 
vices personnel. i. HE Metal Halide 

j. Occupancy Sensors 
led in initial analysis; changed made based on additional input from 

n ,......~i..., +,. ~ C L A I  S database (for CICR), very few measures adopted by custonners 

25 
75 

N A 

, ,,.vices personnel. 

k. Premium Efficiency Motors 72 I Hccoralng ro DSMlS databse, fewer installations than originally thought. Value of 50 
50 Irepresents a modest increase relative to historical program trends. 

Measure not incluc 
lo IHECO Energy Set, 

N A 

N A 

I I :--"*led in initial analysis; changed made based on additional input from 

25 
75 

vices personnel. 

No change. 
No change. 

10 

Prepared by Greg Wikler 
Global Energy Partners, LLC 

Measure not incluc 
HECO Energy Set, 
Measure not incluc 
HECO Enerpl 

a. . 
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Number of New Participants 
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Component Rationale for Change 

a. HE Cooling 

c. HE Lighting - T8 

Page 4/23 
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f. HE HPS HID 

g. HE Metal Halide 

h. Occupancy Sensors 

i. Premium Efficiency Motors 

j. Window Tinting 

k. Customized Measures 

N A 

N A 

N A 

33 

33 

N A 

lo  

lo 

25 

35 

0 

l5 

Measure not included in initial analysis; changed made based on additional input from 
HECO Energy Services personnel. 
Measure not included in initial analysis; changed made based on additional input from 
HECO Energy Services personnel. 
Measure not included in initial analysis; changed made based on additional input from 
HECO Energy Services personnel. 
Roughly the same in both cases. 
Measure generally not adopted for new construction situations according to HECO 
Energy Services personnel. 
According to DSMIS, when presciptive measures taken out of customized, the historical 
number of participants is significantly reduced. However, with a planned elimination of 
the 2-year payback criteria, the number of participants is expected to rise relative to 
historical levels (adjusted for the exclusion of prescriptive measures). 



Number of New Participants 
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:ICR 
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Rationale for Change 

According to DSMIS, when presciptive measures taken out of customized, the historical 
number of participants is significantly reduced. However, with a planned elimination of 
the 2-year payback criteria, the number of participants is expected to rise relative to 
historical levels (adjusted for the exclusion of prescriptive measures). 

Component 

a. Customized Measures 

Number of First Year 
Participants 

Rate Case 

60 

Proposed 
Docket 

70 



Number of New Participants 
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Rationale for Change 

Interim program proposes signficant increase in participation levels for this program 
relative to rate case projections. This reflects HECO's subsequent projections of short- 
term capacity shortfalls and its plans to ramp up this program signficantly in the short 
term. During the 2007-2009 timeframe, projected participation levels drop off signficantly 
as the market becomes saturated. By 2010, HECO projects no further ESH program 
activities for CFLs and instead will focus on other longer-term measures. 

After conducting a review of the market size for Room Acs, it was concluded that the 
original participation level would mean that HECO is reaching 50% of the equipment 
turnover market each year, which was deemed too optimistic. Thus, the level was 
reduced to 25%, which amounts to roughly 4,000 units per year. 
HECO does not track split system AC saturation, but estimates that roughly 5000 units 
turnover each year. HECO expects to capture about 12.5% of the turnover market each 
year for this measure. 

The original projection of 5000 households per year was determined to be far too 
aggressive given the capital cost that customers would need to outlay to qualify for a 
rebate. As such, the participation levels were cut in half to reflect more realistic targets. 

No change. 

iSH 

Component 

a. CFL Package 

b. HE Room A/C 

c. HE Split System AIC 

d. Energy Star Ceiling Fans 

e. Energy Star Appliances 

Number of First Year 
Participants 

Rate Case 

20,000 

7,723 

2,500 

5,000 

5,000 

Proposed 
Docket 

60'000 

4*000 

625 

2,500 

5,000 



Number of New Participants 
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f. Equipment Servicing 2,500 1,250 

This would only apply to CAC and split system AC units, which there are about 35000 
units in the service territory. The original figure represented 7% of the market. HECO 
expects far fewer applications of this measure than originally anticipated, due in large part 
to the up-front cost that would have to borne by the customer in order to qualify for the 



Number of New Participants 

lEWH 
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Rationale for Change 

No change. 
No change. 

:om ponent 

a. Solar Water Heat 
b. HE Electric Water Heat 

Rationale for Change 

The 550 participants per year level is reached in the third year. HECO believes that with 
the addition of federal tax credits and the high levels of new construction on Oahu, there 
will be a bump-up in participants over the 2006-07 timeframe. 
Based on historical evidence, HECO felt that the original participation levels were far 
greater than it has seen in the past. With no change in the incentive levels offered, 
participation was reduced to levels approximately in line with historical RNC levels. 
Based on historical evidence, HECO felt that the original participation levels were far 
greater than it has seen in the past. With no change in the incentive levels offered, 
participation was reduced to levels approximately in line with historical RNC le 
This is a new addition to the RNC program and HECO expect to offer a CFL package 
over the full 20-year time horizon. 
No change. 
No change. 
No change. 
No change. 

I 1  w \ r  

:omponent 

a. Solar Water Heat 

b. HE Electric Water Heat 

c. Tank and Timer 

d. CFLs 

e. BuiltGreen-Bronze 
f. BuiltGreen-Silver 
g. BuiltGreen-Gold 
h. BuiltGreen-Gold Plus 

Number of First Year 
Participants 

Number of First Year 

Rate Case 

1,400 
1,400 

Participants 

Rate Case 

550 

1,500 

771 

N A 

100 
75 
50 
50 

Proposed 
Docket 
1,400 
1,400 

Proposed 
Docket 

1,000 

400 

500 

1'000 

100 
75 
50 
50 



Number of New Participants 

-- 

:omponent 

a. CFL Package 
b ,  Water Heat Package 

c. Equipment Servicing 

lDLC 

Prepared by Greg Wikler 
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:omponent 

a. Water Heating 

b. Air Conditioning 

:IDLC 
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Rationale for Change 

No change. 
No change. 
HECO felt that this measure would be difficult for the outside implementation contractors 
to implement given that they don't possess the necessary expertise to do servicing of 
cooling equipment. Also, because of the relatively small number of CAC and split system 
AC units in this market segment, the measure was dropped from the program. 

Number of First Year 

:omponent 

a. Direct Load Control 

b. Voluntary Load Control 

c. Small Customer DLC 

Rate Case 

4,000 
2,000 

692 

Proposed 
Docket 
4,000 
2,000 

0 

Rationale for Change 

Implementation experience suggests that rate case projections were slightly 
underrepresented thus the 12% increase in 2006 participation levels. 
Projected ramp-up of new program element implies that rate case participation levels 
won't be achieved until year 3 of the program offerring (2008). 

Number of First Year 

Rate Case 

8,000 

900 

Rationale for Change 

No change. 
This program element added to tap markets that typically don't participate in DLC 
programs. 
This program element added to tap markets that typically don't participate in DLC 
programs. 

Number of First Year 

Proposed 
Oocket 

81990 

loo 

Rate Case 

10 

N A 

N A 

Proposed 
Docket 

10 

15 

80 
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Rationale tor Change 

Greater emphas~s on larger systems, drawing on historical experience which indicates 
higher average impacts led to adjustments in proportion of participants across dlfferent 
building types. 
Roughly the same in both cases. 
Impacts slightly increased based on historical averages suggesting higher impacts. 
Measure not included in initial analysis; changed made based on additional input from 
HECO Energy Services personnel. 
lmpacts increased significantly to reflect HECO field experience which suggests that 
larger installations are typically made. 
No change. 
lmpacts reduced significantly to reflect HECO field experience wh~ch suggests very few 
installations, and those that are made typically yield smaller impacts based on estimated 
small share of total floorarea affected. 
Measure not included in initial analysis; changed made based on additional input from 
HECO Energy Services personnel. 
Measure not included in initial analysis; changed made based on additional input from 
HECO Energy Services personnel. 
Measure not included in initial analysis; changed made based on additional input from 
HECO Energy Services personnel. 
lmpacts reduced significantly based on DSMlS data. KEMA impact evaluation results 
used as input for unit-level impact. Previous estimates were based on faulty 
assumptions in BEST model. 
No change. 

IEE 

Component 

a. HE Cooling 

b. CFL Lighting 
c. HE Lighting - T8 

d. Delamping 

e. HE Lighting - T5 

f. HE Lighting - LED Exit 

g. HE Lighting - Induction 

h. HE HPS HID 

i. HE Metal Halide 

j. Occupancy Sensors 

k. Premium Efficiency Motors 

I. Window Tinting 

Unit-Level 
Rate 

Energy 
(kWNPart) 

44,383 

33,305 
29,782 

N A 

12,385 

3,070 

30,585 

N A 

N A 

N A 

44,726 

10,208 

Savings 
Case 

Peak Demand 
(kw) 

5.03 

5.62 
4.16 

N A 

2.50 

0.35 

5.15 

N A 

N A 

N A 

8.39 

0.66 

Proposed 

Energy 
(kWhlPart) 

67,587 

32,740 
32,735 

91,376 

54,655 

3,070 

2,877 

5,818 

23,669 

3,210 

6,653 

10,208 

Docket 

Peak Demand 
(k W) 

9.68 

5.61 
4.80 

., 
"01 

0.35 

0.62 

,.19 

4'76 

0.69 

1 .I6 

0.66 



Unit Level lmpacts 

I Unit-Level Savings I 

Component 

a. HE Cooling 

e. HE Lighting - Induction 1 22,347 1 3.44 1 4,502 1 0.88 linstallations, and those that are made typically yield smaller impacts based on estimated 

b. CFL Lighting 

c. HE Lighting - T8 

d. HE Lighting - T5 

Rate Case 

24,478 

25,203 

9,703 

f. HE HPS HID 

g. HE Metal Halide 

h. Occupancy Sensors 

i. Premium Efficiency Motors 

j. Window Tinting 

k. Customized Measures 

Prepared by Greg Wikler 
Global Energy Partners, LLC 

Energy 
(kWNPart) 

40,196 

Component 

a. Customized Measures 
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Rationale tor Change 

Greater emphasis on larger systems, drawing on historical experience which indicates 
higher average impacts led to adjustments in proportion of participants across different 

Peak Demand 
(kW) 

4.22 

Proposed Docket 

3.79 

0.09 

1.90 

N A 

N A 

N A 

31,533 

8,878 

N A 

Energy 
(kWNPart) 

51,643 

Peak Demand 
(kw) 

8.86 

24,074 

27,721 

47,064 

N A 

N A 

N A 

6.77 

0.54 

N A 

Rationale for Change 

Original estimates based on profile of typical large C&l measures. After consultations 
with HECO program staff, historical program data was deemed a more appropopriate 
proxy for characterizing per-participant impacts. lmpacts based on DSMlS historical 
experience, adjusted with exclusion of measures now included in the ClEE program. 

Unit-Level Savings 

3.74 

0'10 

12'84 

4,545 

18,486 

3,210 

6,653 

8,878 

105,777 

Rate Case 

building types. 
Roughly the same in both cases. 
Roughly the same in both cases, and estimates in line with recent historical averages for 
the program. 
lmpacts increased significantly to reflect HECO field experience which suggests that 
larger installations are typically made. 

Energy 
(kWNPart) 

152,416 

Proposed Docket 

,Impacts reduced significantly to reflect HECO field experience which suggests very few 

0.88 

3.69 

0.69 

1 .I6 

0.54 

11.40 

Peak Demand 
(kW) 

28.79 

Energy 
(kWNPart) 

160,223 

small share of total floorarea affected. 
Measure not included in initial analysis; changed made based on additional input from 
HECO Energy Services personnel. 
Measure not included in initial analysis; changed made based on additional input from 
HECO Energy Services personnel. 
Measure not included in initial analysis; changed made based on additional input from 
HECO Energy Services personnel. 
lmpacts reduced significantly based on DSMlS data. KEMA impact evaluation results 
used as input for unit-level impact. Previous estimates were based on faulty 
assumptions in BEST model. 
Roughly the same in both cases. 
Measure not included in initial analysis. lmpacts based on DSMlS historical experience, 
adjusted with exclusion of measures now included in prescriptive portion of ClNC 

Peak Demand 
(kW) 

20'93 



Unit Level Impacts 

:SH 

Component 

a. CFL Package 

b. HE Room A/C 

c. HE Spllt System A/C 

d. Energy Star Celllng Fans 

e. Energy Star Appl~ances 

f. Equipment Servlclng 

iEWH 

Prepared by Greg Wikler 
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Component 

a. Solar Water Heating 

b. HE Electric Water Heat 
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Rationale for Change 

No change. 
Adjustments to reflect different basellne and h~gh efflc~ency EERs than orlglnally 
est~mated 
Sl~ght adjustments to account for mlx of CAC and spl~t system AC whereas before the 
assumptlon was str~ctiy CAC. 
No change. 

Impacts reduced to reflect assumptlon that only 1 appl~ance would be rebated per 
household, whereas ~n the pnor analys~s ~t was assumed that a customer would adopt all 
three measure types (Energy Star clothes washer, dishwasher and refr~gerator). 

Sl~ght adjustments to account for mlx of CAC and spl~t system AC whereas before the 
assumptlon was stnctly CAC. 

Unit-Level Savings 

3,250 

200 

Rate Case 

Rationale for Change 

Unit-Level Savings 

Energy 
(kWWPart) 

196 

259 

487 

395 

945 

487 

Proposed Docket 

0.73 

0.02 

Peak Demand 
(kw) 

0.04 

0.13 

0.32 

0.01 

0.19 

0.32 

Energy 
(kWWPart) 

196 

373 

545 

395 

31 3 

620 

Rate Case 

Peak Demand 
(kw) 

0.04 

0'3' 

0.01 

0.12 

0.39 

Energy 
(kWNPart) 

Proposed Docket 

2,230 

1 60 

Peak Demand 
(kW) 

Energy 
(kWNPert) 

Peak Demand 
(kW) 

0.51 

0.03 

Original values based on generic modeling approach; revised values reflect recent KEMA 
evaluation estimates. 
Original values based on generic modeling approach; revised values reflect recent KEMA 
evaluation estimates. 



Unit Level impacts 

Component 

I Unit-Level Savinas I - 
I Rate Case I Promsed Docket I 

Energy Peak Demand Energy Peak Demand 1 (kWWPart) I (kW) I (kWNPU1) I (kW) 1 Rationale tor Change 

Prepared by Greg Wikler 
Global Energy Partners, LLC 

a. Solar Water Heat 

b. HE Electric Water Heat 

c. Tank and Timer 

d. CFLs 

e. Bu~ltGreen-Bronze 

f. BuiltGreen-Silver 

g. BuiltGreen-Gold 

h. BuiltGreen-Gold Plus 
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3,250 

50 

13 

N A 

883 

1.772 

3,146 

6.286 

0.73 

0.00 

0.00 

N A 

0.50 

0.70 

1.30 

3.00 

2,294 

160 

262 

1 96 

1,616 

2,535 

3,797 

6,261 

0.50 

0,03 

0.49 

Oeo4 

0'99 

'59 

3'04 

Original values based on generic modeling approach; revised values reflect recent KEMP 
evaluation estimates. 
Original values based on generic modeling approach; revised values reflect recent KEMP 
evaluation estimates. 
Original values based on generic modeling approach; revised values reflect recent KEMP 
evaluation estimates. 
This is a new measure added to the RNC program that was not anticipated at the time of 
the rate case. 
Adjustments to reflect different assumptions about baseline and high efficiency SEER 
levels and other measure combinations not previously considered. 
Adjustments to reflect different assumptions about baseline and high efficiency SEER 
levels and other measure combinations not previously considered. 
Adjustments to reflect different assumptions about baseline and high efficiency SEER 
levels and other measure combinationsnot previously considered. 
Adjustments to reflect different assumptions about baseline and high efficiency SEER 
levels and other measure combinat#ons not previously considered. 



Unit Level Impacts 

I I 

DLC 

Rationale for Change 

Package made identical to ESH package for consistency (3 bulbs vs. 2 bulbs in previous 
analysis). 
Measure package changed based on HECO field experience suggesting that water 
heater wraps not effective measure. Revisions resulted in lower energy savings but 
higher demand impact (due to BEST model anomolies). 

HECO felt that this measure would be difficult for the outside implementation contractors 
to implement given that they don? possess the necessary expertise to do servicing of 
cooling equipment. Also, because of the relatively small number of CAC and split system 
AC units in this market segment, the measure was dropped from the program. 

LI 

Component 

a. CFL Package 

b. Water Heat Package 

c. Equipment Servicing 

Prepared by Greg Wikler 
Global Energy Partners, LLC 

Unit-Level Savings 

Rationale for Change 

Rate case impact was represented at the gross system level rather than the gross 
customer level. 
Nochange. 

--- 

Component 

a. Water Heating 
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Rationale for Change 

Rate case impact was represented at the gross system level rather than the gross 
customer level. Range of savings depends on whether customer agrees to have an 
under-frequency relay (UFR) installed. 
Feature not included in rate case. Range of savings depends on whether customer 
pgrees to have a UFR installed. 
Feature not included in rate case. 

Component 

a. Direct Load Control 

b. Voluntary Load Control 

b. Small Customer DLC 

Rate Case 

Unit-Level Savings 

Proposed Docket 

Energy 
(kWhlPart) 

65.00 

787.00 

487.00 

Unlt-Level Savings 

Energy 
(kWhlPart) 

1 96 

777 

N A 

Peak Demand 
(kW) 

0.01 

0.16 

0.32 

Rate Case 

b. Air Conditioning 0.00 

Peak Demand 
(kW) 

0.04 

0.19 

NA 

Energy 
(kWhlPart) 

0.00 

0.79 

Proposed Docket 

0 

Rate Case 

Peak Demand 
(kW) 

0.68 
_I_- 

Energy 
(kWWPat-1) 

0 

. 0.79 

Energy 
(kW WPart) 

0.00 

N A 

N A 

Proposed Docket 

Peak Demand 
(kW) 

0.60 

Peak Demand 
(kw) 

350.00 

N A 

N A 

Energy 
(kWNPart) 

0 

0 

0 

Peak Demand 
(kW) 

75-350 

75-350 

5.00 



Incentives and Implementation 

LL 

First Year Amount 
Component Rate Case I Proposed 

)TAL INCENTIVE COSTS 

PLEMENTATION COSTS: 

Rationale for Change 

Direct Labor 
Base 
Incremental 
Total Labor 

(2005TY) 

$2'1 88'753 

Outside Services 
Implementation 

Tracking 

I I I 

TOTAL IMPLEMENTATION: 1 $1,443,3481 $1,107,0371 

$108,246 
$367,501 
$475,747 

- 

Evaluation 

Preliminary Energy Assessments 
Advertising 
Admin/Misc 
Total Outside Services 

Prepared by Greg Wikler 
Global Energy Partners, LLC 

~ocket  (2006) 

$2'2659425 

$229,767 

$3,500 
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Overall, larger number of participants projected relative to rate case 
projections. Measure level incentives unchanged from rate case. 

$104'220 
$276'642 
$380,862 

$35,632 

$200,000 
$259,035 
$239,667 
$967,601 

Differences due to HECO internal methods for estimating labor costs, and 
are a function of total program costs and general corporate overhead rates. 

$1 60,053 

$17,778 

Projected lower costs based on more recent field experience. 
Higher costs than originally anticipated due to added measures to the 
..._--_-.... 

$81 78 

$187,500 
$1 70,589 
$1 09,077 
$726,175 

pluyldl 11. 

Costs estimated from historical M&E experience; prior value based on 
industry standard. 
Projected lower costs based on more recent field experience. 
Projected lower costs based on more recent field experience. 
Projected lower costs based on more recent field experience. 



Incentives and Implementation 

:INC 

Outside Services 
lmolementation 

Component 

'OTAL INCENTIVE COSTS 

UIPLEMENTATION COSTS: 
Direct Labor 
Base 
Incremental 
Total Labor 

Tracking 

$48,165 
$166,087 
$214,252 

Rationale for Change 

Overall, larger number of partiaipants projected relative to rate case 
projections. Measure level incentives unchanged from rate case. Also, 

First Year Amount 

$171,910 

I I I 
TOTAL IMPLEMENTATION: I $655,4931 $701,9301 

Rate Case 
(2005TY) 

$812,837 

14'573, 
$222'725 
$337,298 

Evaluation 

Design Assistance 
Advertising 
AdminJMisc 
Total Outside Services 

Prepared by Greg Wikler 
Global Energy Partners, LLC 

Proposed 
Docket (2006) 

$936,019 
addition of Customized measures results in higher overall costs. 

Differences due to HECO internal methods for estimating labor costs, and 
are a function of total program 
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Rationale for Change 

Overall, smaller number of participants projected relative to rate case due 
to the shift of several measures over to CIEE. Incentive levels unchanged 
from rate case. 

Differences due to HECO internal methods for estimating labor costs, and 
are a function of total program costs and general corporate overhead rates. 

Projected lower costs based on more recent field experience. 
Higher costs than originally anticipated due to added measures (i.e., those 
with c 2 year payback) to the program. 
Costs estimated from historical M&E experience; prior value based on 
industry standard. 
Projected higher costs due to more emphasis on pure customized 
measures plus further assessment required due to addition of c 2-year 
payback measures. 
Projected lower costs due to fewer participants in the program and good 
customer awareness of the program. 
Projected lower costs based on more recent field experience. 

ICR 

Component 

OTAL INCENTIVE COSTS 

APLEMENTATION COSTS: 
Direct Labor 
Base 
Incremental 
Total Labor 

Outside Services 
Implementation 

Tracking 

Evaluation 

Feasibility Studies 

Advertising 

AdminIMisc 
Total Outside Services 

TOTAL IMPLEMENTATION: 

First Year 
Rate Case 
(2005TY) 

$1,824,715 

$61,661 
$299,864 
$361,525 

$309,482 

$3,500 

$29,147 

$1 25,000 

$1 45,770 

$146,841 
$759,740 

$1,121,265 

Amount 
Proposed 

Docket (2006) 

$743,936 

45'807 
$371 l5O3$ 
$517,310 

$36,225 

517'778 

$44i890 

$175,000 

07'061 

$66,176 
$447,130 

$964,440 



Incentives and Implementation 

u 
G:E e g g  4 

zoo 
P 

SH 

Component 

OTAL INCENTIVE COSTS 

4PLEMENTATION COSTS: 
Direct Labor 
Base 
Incremental 
Total Labor 

Outside Services 

Implementation 

Tracking 

Evaluation 

Advertising 

AdminJMisc 
Total Outside Services 

TOTAL IMPLEMENTATION: 

Prepared by Greg Wikler 
Global Energy Partners, LLC 
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Rationale for Change 

Projected lower due to smaller projected number of participants. Incentive 
levels unchanged from rate case. 

Differences due to HECO internal methods for estimating labor costs, and 
are a function of total program costs and general corporate overhead rates. 

Lower implementation costs due to shift from implementation contractor to 
direct labor for program implementation. 
Costs made equivalent across all residential programs. 
Projected lower costs based on revised assumption; prior value based on 
industry standard. 
Advertising budget increased in 2006 due to need for building public 
awareness of CFLs and other new measures being offered under the 
program. Budgets reduced in future years. 
Projected lower costs based on revised assumption. 

First Year 
Rate Case 
(2005TY) 

$2v1 37'857 

$0 
$0 
$0 

$200,000 

$12,000 

$27,287 

$330,000 

$48,892 
$618,179 

$618,179 

Amount 
Proposed 

Docket (2006) 

1231 1250 

$51'691. 
315'393 
$67,084 

S120iooo 

$1 1 , I  1 1 

5'000 

$500,000 

$25,000 
$671,111 

$738,195 
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Rationale for Change 

Change customer incentive for SWH from $750 to $1000. 

Differences due to HECO internal methods for estimating labor costs, and 
are a function of total program costs and general corporate overhead rates. 

Projected higher costs based on field experience. 
Costs made equivalent across all residential programs. 
Costs estimated from historical M&E experience; prior value based on 
industry standard. 
Projected higher costs based on field experience. 
Projected higher costs based on field experience. 

EWH 

Component 

OTAL INCENTIVE COSTS 
APLEMENTATION COSTS: 

Direct Labor 
Base 
Incremental 
Total Labor 

Outside Services - -  

Implementation 
Tracking 

Evaluation 

Advertising 
AdmintMisc 
Total Outside Services 

TOTAL IMPLEMENTATION: 

First Year 
Rate Case 
(2005rv) 
$1,120,000 

$58,790 
$1 61,040 
$21 9,830 

$399,282 
$4,000 

$21,949 

$391,263 
$1 02,083 
$91 8,577 

$1 $1 38,407 

Amount 
Proposed 

Docket (2006) 
$1,470,000 

$33'637 
$lO*OIT 
$43,654 

$51 6,732 
$1 1,111 

$65'780 

$488,000 
$1 19,216 

$1,200,839 

$1,244,493 



Incentives and lmplementation 

Prepared by Greg Wikler 
Global Energy Partners, LLC 

Page 20 of 23 
711 412006 
REVISED 

Rationale for Change 

Costs increased due to revised number of participants and increase of 
incentive for SWH from $750 to $1000. Incentive levels also increased for 
BuiltGreen GoldPlus, which now covers 50% of customer cost to 
encourage natural ventilation and added $60lyear incentive for tank and 
timer participants. 

Differences due to HECO internal methods for estimating labor costs, and 
are a function of total program costs and general corporate overhead rates. 

Projected higher costs based on water heat field experience. 
Costs made equivalent across all residential programs. 
Costs estimated from historical M&E experience (for WH measures) plus 
estimated for new program components (i.e., BuiltGreen); prior value 
based on industry standard. 
Projected higher costs based on water heat field experience. 
Projected higher costs based on water heat field experience. 

NC 

Component 

3TAL INCENTIVE COSTS 

rlPLEMENTATlON COSTS: 
Direct Labor 
Base 
Incremental 
Total Labor 

Outside Services 
Implementation 
Tracking 

Evaluation 

Advertising 
AdminIMisc 
Total Outside Services 

TOTAL IMPLEMENTATION: 

\O . Z o o  a 4 0  
P 0 2 1  

8 2 o ? 
8 W O Q  

Ch Y' 
\O 0 

8 
\O 

First Year 
Rate Case 
(2005TY) 

$1,027,000 

$52,074 
$53,274 

$105,348 

$340,366 
$5,000 

$16,044 

$92,945 
$40,811 

$495,166 

$600,514 

Amount 
Proposed 

Docket (2006) 

$1,252,000 

571 '770 
$55'004 

$1 26,774 

$379,903 
$1 1 , I  1 1  

$21,820 

$1 15,500 
$65,099 

$593,433 

$720,207 



Incentives and Implementation 

3LI 

9 
;p 
$ 0 "  
N O *  

- 

Component 

'OTAL INCENTIVE COSTS 
MPLEMENTATION COSTS: 

Direct Labor 
Base 
Incremental 

Total Labor 

Outside Services 

Implementation 

Tracking 

Evaluation 

Advertising 

AdminIMisc 

Total Outside Services 

TOTAL IMPLEMENTATION: 

Prepared by Greg Wikler 
Global Energy Partners, LLC 

Page 21 of 23 
711 412006 
REVISED 

Rationale for Change 

Reduction due to the elimination of servicing electrical equipment. 

Differences due to HECO internal methods for estimating labor costs, and 
are a function of total program costs and general corporate overhead rates. 
Direct labor costs added to provide management of outside contractors 
(prior asumption lumped into adminlmisc category). 

Costs increased because of greater than originally expected costs 
associated with the delivery of added EE measures. 
Costs made equivalent across all residential programs. 
Projected higher costs based on revised assumption; prior value based on 
industry standard. 
Budget explicitly addresses program advertising (prior assumption lumped 
into adminlmisc category). 
Lower due to reallocation of administration costs to above-listed 
categories. 

First Year 
Rate Case 
(2005TY) 

$730,798 

$0 
$0 

$0 

$50,000 

$3,500 

$9,562 

$0 

$171,937 

$234,999 

$234,999 

Amount 
Proposed 

Docket (2006) 
$589,000 

$20,972 
$6,245 

$271217 

$120'ooo 

$1 1,111 

$54'1 72 

$75'000 

"'Ooo 

$300,283 

$327,500 
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Rationale for Change 

Incentive amount discounted for new 2006 particpants to recognize that 
not all participants come onto the program at the beginning of the year thus 
there is a reduction in the total year incentive. 

Differences due to HECO internal methods for estimating labor costs, and 
are a function of total program costs and general corporate overhead rates. 
Direct labor costs added to provide management of outside contractors 

Costs increased because of greater than originally expected costs due to 
implementation experience. 

Equipment costs were embedded in the implementation category above. 

Costs made equivalent across all residential programs. 
Projected higher costs based on revised assumption; prior value based on 
industry standard. 
Budget explicitly addresses program advertising (prior assumption lumped 
into adminlmisc category). 
Lower due to reallocation of administration costs to above-listed 
categories. 

)LC 

Component 

ITAL INCENTIVE COSTS 

IPLEMENTATION COSTS: 
Direct Labor 
Base 
Incremental 
Total Labor 

Outside Services 

Implementation 

Equipment 

Tracking 

Evaluation 

Advertising 

AdminIMisc 

Total Outside Services 

TOTAL IMPLEMENTATION: 

First Year 
Rate Case 
(2005TY) 

$448,200 

$20,764 
$1 90,503 
$21 1,267 

$211 521763 

N A 

$0 

$0 

$62,500 

$6,229 

$2,221,492 

$2,432,759 

Amount 
Proposed 

Docket (2006) 

$375,773 

$1 31,473 
$0 

$131,473 

$2*696v788 

$72,250 

$1 1 ,I 11 

S78'952 

5325'000 

3,559 

$3,197,660 

$3,329,133 



Incentives and lmplementation 

I I /there is a reduction in the total year incentive. 
PLEMENTATION COSTS: 1 

DLC 

Component 

ITAL INCENTIVE COSTS 

- 
Outside Services I I I 
Implementation $56,2501 $~ICosts represented in HECO labor. 

Direct Labor 
Base 
Incremental 
Total Labor 

Equipment I $25,9501 $335,26OIEquipment costs were not expensed 
Tracking I $01 $37.2221 

Rationale for Change 

Incentive amount discounted for new 2006 particpants to recognize that 
not all participants come onto the program at the beginning of the year thus 

First Year Amount 

$12,746 
$1 06,697 
$1 19,443 

Rate Case 
(2005Tv) 

$573,125 

the - 

Proposed 
Docket (2006) 

$227,550 

$428,249 
$0 

$428,249 

Evaluation 
Engineering Studies 
Advertising 

rate - 

Differences due to HECO internal methods for estimating labor costs, and 
are a function of total program costs and general corporate overhead rates. 
Direct labor costs added to provide management of outside contractors 

- 

$01 $E 

$6,2281 $2E 

case. 

AdminIMisc I $01 
Total Outside Services $88.4281 $1.044.61 21 

I I I 
TOTAL IMPLEMENTATION: $207,871 1 $1,472,861 1 

0 2 Y 

No- 
? 

Prepared by Greg Wikler 
Global Energy Partners, LLC 

Page 23 of 23 
711 412006 
REVISED 



c m c o - I R - 9  
DOCKET NO. 05-0069 
PAGE 30 OF 42 

Exhibit 10 
Docket No. 05-0069 
Page 1 

Cost Effectiveness Results - 2CYEAR PLANNING HORIZON (2006-2025) 

B/C Ratio 
Dollars 

Lifetime Lifetime Net 
Benefits Program 

Total Resource Cost Test Results: 
~enef  its' Costs 

COMMERCIAL INDUSTRIAL ENERGY EFFICIENCY 
COMMERCIAL INDUSTR- 
COMMERCIAL INDUSTRIAL CUSTOM REBATES 
ENERGY SOLUTIONS FOR THE HOME 

$1 48,324,126 
$58,889,584 
$93,057,860 
$1 16,245,593 

RESIDENTIAL EFFICIENT WATER HEATING PROGRAM 

$88,144,874 
$39,513,837 
$95,579,644 
$39,860,779 

$45,117,244 $61,447,569 
$46,123,329- 

$1 1,995,675 
$12,449,979 
$6,073,364 
$388,109,986 

$60,179,252 
$1 9,375,746 
($2,521,784) 
$76,384,814 

Utility Cost Test Results: 

1.68 
1.49 
0.97 
2.92 

($15,330,325) 
$ 1 3 , 0 7 9 , 0 6 ~ ~  
$25,615,841 
$19,577,693 
$61,115,464 
$257,475,765 

RESIDENTIAL NEW CONSTRUCTION PROGRAM 
RESIDENTIAL LOW INCOME 
RESIDENTIAL DIRECT LOAD CONTROL 
COMMERCIAL INDUSTRIAL DIRECT LOAD CONTROL 
-TOTAL 

COMMERCIAL INDUSTRIAL ENERGY EFFICIENCY 
COMMERCIAL INDUSTRIAL NEW CONTRUCTION 
COMMERCIAL INDUSTRIAL CUSTOM REBATES 
ENERGY SOLUTIONS FOR THE HOME 
RESIDENTIAL EFFICIENT WATER HEATING PROGRAM 
RESIDENTIAL NEW CONSTRUCTION PROGRAM 
RESIDENTIAL LOW INCOME 
RESIDENTIAL DIRECT LOAD CONTROL 
COMMERCIAL INDUSTRIAL DIRECT LOAD CONTROL 
TOTAL 

0.75 - 
1.40 
3.14 
2.57 
11.06 
1.66 

$3731 1,515 
$32,027,672 
$67,188,828 
$645,585,751 

$148,324,126 
$58,889,584 
$93,057,860 
$116,245,593 
$46,117,244 
$46,123,329 
$37,611,515 
$32,027,672 
$67,188,828 
$645,585,751 

Ratepayer Impact Measure Test Results: 

$38,850,805 
$1 9,395,110 
$20,864,337 

$32,628,318 
$22,760,344 
$10,920,449 
$1 9,- 
$1 5,055,292 
$1 98,816,570 

COMMERCIAL INDUSTRIAL ENERGY EFFICIENCY 
COMMERCIAL INDUSTRIAL NEW CONTRUCTION 
COMMERCIAL INDUSTRIAL CUSTOM REBATES 
ENERGY SOLUTIONS FOR THE HOME 
RESIDENTIAL EFFICIENT WATER HEATING PROGRAM 

$109,473,321 
$39,494,474 
$72,193,523 

$18,873,913$97,371,68Op 
$13,488,926 
$23,362,985 
$26,691,066 
$1 2,559,670 
$52,133,536 
$446,769,181 

$58,889,584 
$93,057,860 
$1 16,245,593 
$46,117,244 

3.82 
3.04 
4.46 
6.16 
1 41 
2.03 
3.44 
1.65 
4.46 
3.25 

RESIDENTIAL NEW CONSTRUCTION PROGRAM $46,123,329 $50,493,786 ($4,370,457) 0.91 
RESIDENTIAL LOW INCOME 
RESIDENTIAL DIRECT 
COMMERCIAL INDUST 
TOTAL 
Participant Test Results: 

$ 1 4 8 , 3 2 4 . 1 2 8 0 ~ 0 8 9 ) ' -  

COMMERCIAL INDUSTRIAL ENERGY EFFICIENCY 
COMMERCIAL INDUSTRIAL NEW CONTRUCTION 
COMMERCIAL INDUSTRIAL CU- 
ENERGY SOLUTIONS FOR THE HOME 
RESIDENTIAL EFFICIENT WATER HEATING PROGRAM 
RESIDENTIAL NEW CONSTRUCTION PROGRAM 
RESIDENTIAL LOW INCOME 
RESIDENTIAL DIRECT LOAD CONTROL 
COMMERCIAL INDUSTRIAL DIRECT LOAD CONTROL 
TOTAL 

$134,425,567 
$190,299,444 
$67,012,028 
$66,224,447 

$269,643,410 
$1 15,030,457 
~169,435,107 
$48,138,115 
033,596,129 
$27,733,442 
$19,775,962 

$0 
$8,108,692 
$691,461,315 

($75,535,983) 
($97,241,584) 
$49,233,565 
($20,107,203) 

0.48 
0.44 
0.49 
1.73 
0.70 

$73,172,479 
$29,984,726 

$29,980,132 
$44,313.590 
$23,403,595 
$7,283,502 

$0 
$0 

$290,694,684 

$1 96,470,931 
$85,045,732 

$82,556,660$86,878,447- 
$18,157,983 
($10,717,461) 
$4,329,847 
$12,492,461 

$0 
$8,108,692 
$400,766,631 

3.69 
3.84 
2.05 
1.61 
0.76 
1.19 
2.72 
N A 
N A 
2.38 



Cost Effectiveness Analysis - Input Summary Table 
HECO ENERGY EFFICIENCY DOCKET 

General Data 
Discount Rate (YO) 8.09% 
General Escalation Rate (c/o) 2.20% 
Avoided Costs Escalaaon Rate 2.20% 
Program Start Year 2006 
Analysis Framework 20-\'EAR PLWNING HORIZON 
Externality Factor: 0% 
Table Titles: DETAILED SUMhMRY FOR 2006 START TL'E;IlI -- 20-XZiR PLilNNING HORIZON SUACLLIRY 
Customer to Generation Ratio: 11.17% 

FROM Docket DSM Backur~ Sheets !date).xls FILE; 

- - 

2. Source: Phase I1 Study; average rates calculated for C&I customers. 

HECO Energy Efficiency Docket 
CA HECO-IR-9 - EXHIBIT 10 - CE Analysis DOCKET (07-12-06).xls 
Page 2 of 12 
7/14/2006 
REVISED 
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TABLE 2. CINC: DETAILED SUMMARY FOR 2006 START YEAR - 20-YEXR PLANNING HORIZON SUMMARY 
PROGRAM NAME: COMMERCIAL. INDUSTKUU. NEW CONTRUCTION 

rn ~ ~ m m w 2 p L 2 z u I p m m a n r e 2 o z a z n u m z y 2 1 m 2 w I  

Peak Demnnd Reduction (kW 874 1,747 2621 3,494 4,368 5.235 6,OU 6,765 75% 8246 8,763 92T9 9 7  10JU 10,8'29 1 1 1  lI,IW 11.894 11,194 11,194 
Energy Sn- (kwh) 5823,049 117646@8 17,469,147 23,292196 29,115,244 34,908.W 40.U5,614 45,239,107 50,288,753 55,UB,M 58,668,649 6l,998,097 6,329,145 68,65993 7I7909,W2 74,060,615 74,068,615 74,0b0,015 74,0bU,615 74,068.6E 

Bvrn 
Demand (SlkWj 
Energy (SIkW'b) 

rn 
BENEFIT CALCUUTIONS: 

2 M U Z M U L ~ ~ ? Q I l L e L I 2 @ 1 2 ~ ~ ? [ U 6 ~ ~ z a Z a z u U ~ u 2 u ~ u l z  

COST CALCULATIONS: 
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TABLE 4. ESH: DETAILED SUMMRY FOR 2006 START - 20-YEAR PLANNING HORIZON SUMMARY 
PROGRAM NAME: ENERGY SOLUTIONS FOR THE HOME 

DS#COWI Rru 8 'i 
Gcncral Escalnoon Rate 2.2'% 
hfcvurc L l c o m r  (yean) I5 

ZQ!E ? M U 2 M L B Z M L e ~ z p U ~ ~ ~ ~ 1 P 1 6 Z P I l Z [ U B ~ ~ ~ g l Z Z 2 9 2 1 2 V 2 4 ? d l Z Z  

Peak Dcmnnd Reducum (kW) 4,053 6.939 8,711 10,603 12,085 11,464 12,015 U,146 14.278 l5.760 112.30 18,100 18,100 18,100 18,100 18,700 18,100 18,700 18.70U 18,700 
Energy S a w s  (kwh) 16.19.3,&13 26,%217 341133.749 38,27423251 42,460,421 35,4R4@0 34,595912 19,913,051 39330,895 43,425,065 46,675,%9 49,925,952 49,925,952 49,925,952 49,925,952 49,925,952 49,925,952 49,925,952 49,925,952 49,925,952 

&ucp 
Dcmnnd (SIkW) 
Energy (SIkUVh) 

21M6 2 P a Z ~ 2 a a n z p l a 2 n u r m Z 2 9 u Z Q l 4 ~ ~ ~ Z [ U B z r U e ~ z u U ~ z U a r v l z a 2  
BENEFIT CALCULATIONS: 
P mi! 

Dcmnnd $782,793 $1344,642 S1,702851 12,O59,1M lo I0 $0 $0 $0 125,828,671 $31,431,142 UOJ95J14 SZRP7,lll $76,125,558 $24,116,702 $23P27,976 522379,WIO 121,563.250 -U1239,836 -S I~XIZPM 
Enrrgy I1,901,125 S5999J66 $3,524,6U $4,241,418 $4,498,459 $3,807,243 13,854,824 $4,099,078 $4 13,826 -16,495,294 -$6,63U97 -16460,455 -16,168,072 -15,828,885 55,590,976 -$5.348,129 -$5,844,467 -$5:J57,122 $7.87,912 $7,724,758 
~ o t a l  $ 1 1 6 , 2 1 5 , 5 9 3 3  

Dcmnnd 
Encrgy 
Total 

COSC CALCULATIONS: 

Impkmmlntion 
Itlcmtivn 
P;vticipnol - - 



TABLE 5. REWH: DETAILED SUMMARY FOR 2006 START YEAR -- 20-YEAR PLANNING HORIZON SUMMARY 
PROGRAM NAME: RESIDENTIAL EFFICIENT WATER HEATING PROGRAM 

m 



TABLE 6. RNC: DETAILED SUMMARY FOR 2001 START YEAR - 20-YEAR PLANNING liORIZON SUMMARY 
PROGR4M NAME: RESIDENTIAL NEW CONSTRUCTION PROGRAM 

Discaunl Rate 0% 
h e r d  Eanlrtion Raw 22'0 
Mruurc bfclimc (years) 15 

&uol 
Dcn*..d ($/kYV) 
Energy ($/kwh) 

2MLh Z P P Z Z M L B 2 m Z & L P ? P I l ~ ? P L I m m Z l l l h z e u . ~ ~ 2 e Z P z u u ~ ~ 2 u 2 a Z  
BENEFIT CALCUIATIONS: 

- 
Demand $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 lo $0 $0 w 60 w $0 $0 $0 
Cncrgy $%,775 $456,538 $699,873 $953,693 $1,218,343 $lflW.176 $1,781,556 $2,001,857 $2,J92,465 $2,698,590 $3,017,021, 93,348,166 $3,692,417 W,U50,195 $4,121,927 $4,51921U $4,618,632 UJW342 H,SW,087 $49JU,217 
Teal $27,733,442 1206.775 $456,538 $699,673 ~953,693 $1~18,343 11,494,176 $1,78l,s6 U0@3,&57 W92.465 $2,698,590 $3,017,026 $3.348.166 $3,692,417 $4,050,195 54,421,921 54,519,210 $4,618,632 $4,720342 14,824,087 14,930,217 

COST CALCUIATIONS: 



TAB]& 7. RLI: DETAILED SUMMARY FOR 2006 START \'EAR - 20-YEAR PLANNING HORIZON SUMMARY 
PROGRAM NAME RESIDENTIAL LOW INCOME 

Discount Rate 8<Yw 
Ccncrrl Escafnsion Rate 2.2'V. 
hlrvurc Lifetime (ycm) 15 

&ura 
Dcmvnd (S/kwJ 
Encrgy ($/kwh) 

BENEFIT CALCULATIONS: 

Damstid 
E n c w  
Told 

Demmd 
Encrgy 
Total 

COST CALCUUnoNS: 
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Docket No. 05-0069 
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Lost Margin and Shareholder lncentives for Proposed DSM Programs 
Under the Current Mechanisms 

2006 Energy Efficiency Programs 
Shareholder lncentives Shareholder lncentives 

Lost Margins Before Tax After Tax 
ClEE $891,343 $1,880,449 $1,148,772 
ClNC $350,113 $708,433 $432,784 
ClCR $41 2,896 $1,340,425 $81 8,869 
REWH $1 62,314 $21 9,521 $134,106 
RNC $1 17,722 $424,320 $259,218 
E$H $957,223 $2,008,437 $1,226,960 
RLI $1 55,655 $391,631 $239,249 
Total $3,047,266 $6,973,215 $4,259,958 

2007 Energy Efficiency Programs 
Shareholder lncentives Shareholder lncentives 

Lost Margins Before Tax After Tax 
ClEE $891,343 $1,774,610 $1,084,115 
ClNC $350,114 $662,187 $404,532 
ClCR $41 2,896 $1,247,369 $762,022 
REWH $162,314 $21 0,449 $128,564 
RNC $155,190 $806,333 $492,591 
E$H $587,521 $1,468,723 $897,247 
RLI $1 55,655 $383,553 $234,314 
Total $2,715,033 $6,553,225 $4,003,385 

2008 Energy Efficiency Programs 
Shareholder lncentives Shareholder lncentives 

Lost Margins Before Tax After Tax 
ClEE $891,343 $1,661,694 $1,015,134 
ClNC $350,113 $61 5,871 $376,238 
ClCR $41 2,896 $1,146,906 $700,649 
REWH $162,314 $1 98,575 $1 21,310 
RNC $1 09,931 $677,337 $41 3,788 
E$H $358,829 $1,259,117 $769,198 
RLI $1 55,655 $376,659 $230,102 
Total $2,441,082 $5,936,161 $3,626,419 

Note: Shareholder lncentives based on Case A avoided cost 

REVISED 
711 412006 
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CA/HECO-IR-10 Ref: Final Statement of Position. 

Please provide the electronic spreadsheet files that produce or support the benefitkost 
calculations with all formulae and cell references intact and not converted to values, including all 
input assumptions and the basis for such assumptions. Also, provide a detailed description of 
what changes were made from the Company's original filing in this Docket. 

HECO Response: 

Please see HECO's response to CAMIECO-R-9 for updated Exhibits 7'8, 10 and 12. 

Exhibit 8 describes the differences between the updated DSM program budgets and impacts and 

the Company's original filing in Docket No. 04-01 13. The electronic spreadsheet files will be 

provided under a separate transmittal. 
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CA/HECO-IR-11 Ref: Final Statement of Position. 

a. On page 73, does the definition of net system benefits include lost margins andlor 
shareholder incentives? 

b. If so, please explain why the Company thinks it is appropriate for the Company to receive 
those benefits plus 10% of the net system benefits. 

HECO Response: 

a. No. The definition of net system benefits does not include lost margins andlor shareholder 

incentives. As stated on pages 78 - 79 of HECO's FSOP, utility compensation is not a 

program cost, but is rather the result of the performance-based compensation mechanism. 

Furthermore, a circular logic would result if utility compensation were to be considered a 

program cost for calculating net benefits. See HECO's response to RMI/HECO-IR-6. 

b. Not applicable. 



cmco-IR- 12 
DOCIET NO. 05-0069 
PAGE 1 OF 1 

CAkECO-IR-12 Ref: Final Statement of Position. 

a. Does the Company plan to seek lost margins and shareholder incentives on programs 
administered and implemented by third- parties? 

b. If so, please explain in detail why the Company thinks this is appropriate. 

HECO Response: 

a. HECO does not piaii to seek to recover lost margins mci sharehoicier incentives on programs 

administered and implemented by third-parties. However, in the utility's general rate cases 

the lost margins due to third-party DSM programs would be embedded in the utility's new 

base rates as the result of the test year sales estimate. (Note that the third-party 

administrator, on the other hand, would likely receive compensation for administering its 

DSM programs.) 

b. Not applicable. 
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DODIHECO-IR- 1 - I  

Based on the numbers contained in HECO's direct testimony and exhibits, please provide an 
illustration similar to HECO-1025 of annual reconciliations for a period of five years assuming 
that HECO does not file another rate case. Also, please state the dollar amounts of lost revenue 
and incentives that HECO would be collecting each year during this time period. 

HECO Response: 

In HECO's 2005 TY rate case, Docket No. 04-01 13, HECO proposed that three DSM 

program elements: DSM program expenses, the shortfall in fixed cost recovery, and a return on 

program costs, be included in base rates. HECO-1025 illustrated the DSM Reconciliation Clause 

that HECO also proposed in its 2005 HECO rate case in order to reconcile the amounts 

recovered in base rates with the actual performance of its DSM programs. As a result of the 

Commission's bifurcation of the consideration of HECO's DSM programs from the 2005 TY 

rate case to the subject proceeding, the Commission will no longer be considering the inclusion 

of those three elements in base rates in Docket No. 04-01 13 and there would be no reason to 

implement the DSM Reconciliation Clause. The issue of the reconciliation of DSM program 

expenses, shortfall, and return on costs, to be included in base rates compared to the actual 

performance of DSM programs is an issue to be decided by the Commission in the subject 

proceeding. 

If, however, HECO was allowed to continue its existing utility incentive mechanisms, the 

estimated amounts of lost margins and shareholder incentives for each of the next five years is 

shown in HECO's response to DODRECO-IR-1-2, part b, lines 8 to 13. 
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Please provide a calculation of the lost revenue and incentives assuming, instead of a three-year 
rate case cycle: 

a. A two-year rate case cycle 

b. A five-year rate case cycle. 

HECO Response: 

A revised Exhibit 13 of HECO's FSOP is shown on page 2 of this response. Line 16 has 

been corrected to reflect the levels of lost margin shown in lines 1 through 7. In addition, the 

row header for line 20 has been changed to improve descriptive accuracy. The responses to parts 

a. and b. below reflect these changes. 

a. Please see page 3 of this response. 

b. Please see page 4 of this response. 
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DODIR2 Exh 13 ICtility Czrnpensation Scenarlos.xls Hawaiian Electric Company, Inc. 
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Utility DSM Compensation Exhibit 13 
Assuming Rate Case Every 3 Years Docket No. 05-0069 

i ~ c e  Caiendar '/ears 
Page 1 

1 2 3" 4 5 6" 
Accrued Lost Marain@ 

1 'st yr programs $1.5 $3.0 $3.0 
2 2nd yr programs $1.4 $2.8 
3 3rd yr programs $1.2 $1.2 $1.2 $1 2 
4 4th yr programs $1.2 $2.4 $2.4 
5 5th yr programs $1.2 $2.4 . .  - 
6 6th yr programs $1.2 
7 Total Shortfall $1.5 $4.4 $7.0 $2.4 $4.8 $7.2 

8 Existing Surcharge Mechanism 
9 Recover in Base Rates $7.0 $7.0 $7.0 
10 Surcharge: 
1 1  Lost Margin Recovery $1.5 $4.4 $7.0 $2.4 $4.8 $7.2 

12 Shareholder Incentiveb $7.1 $6.7 $6.0 $6.0 $6.0 $6.0 
13 Surcharge Recovery $8.6 $11.1 $1 3.0 $8.4 $10.8 $1 3.2 

14 Rate Case Proposal (Recovered in  Base Rates, Shortfall capped at 3 annual years) 
15 Recover in Base Rates $7.0 $7.0 $7.0 
16 Embed in Base Rates $5.2 $5.2 $5.2 $5.2 $5.2 $5.2 
17 Return on Program CostsC $2.1 $2.1 $2.1 $2.1 $2.2 $2.3 
18 Total in Base Rates $7.3 $7.3 $7.3 $14.3 $14.4 $14.5 
19 
20 Embed in Base Rates Less Total Shortfall 

21 CA's Proposal 
22 Recover in Base Rates $7.0 $7.0 $7.0 
23 Surcharge: 
24 Lost Margin Recovery $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 
25 Shareholder Incentive $0.0 $0 .O $0.0 $0.0 $0.0 $0.0 
26 Surcharge Recovery $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 

27 Company Proposal 1 st Alternative, 5% Shared Savings 
28 Recover in Base Rates 
19 Surcharge 
30 Fixed Cost Shortfall 

31 5% Shared savingsb $3.6 $3.4 $3.0 $3.0 $3.0 $3.0 
32 Surcharge Recovery $3.6 $3.4 $3.0 $3.0 $3.0 $3.0 

33 Company Proposal 2nd Alternative 1-year Shortfall Recovery + 15% of Program Costs 
34 Recover in Base Rates $7.0 $7.0 $7.0 
35 Surcharge 
36 1 -yr Fixed Cost Shortfall $1.5 $2.9 $2.6 $2.4 $2.4 $2.4 
37 15?/0 of Program Cost': $2.1 $2.1 $2.1 $2.1 $2.2 $2.3 
38 Surcharge Recovery $3.6 $5.0 $4.7 $4.5 $4.6 $4.7 
39 Capped at $4.0 million $3.6 $4.0 $4.0 $4.0 $4.0 $4.0 

Plotes: 
a. Rate case year, new rates effective in the following year. 
b. Existing shared savings mechanism. 

Updated avoided energy and capacity costs. Program costs, using 2006 fuel price forecast. 
c. Updated program costs, excluding load management. 

r;cen;lrios 7;7,2006 
REVISED 
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DODIR2 Exh 13 Utility Compensation Scenarios.xls Hawaiian Electric Company, [nc. 
Exhibit 13 

Utility DSM Compensation Docket No. 05-0069 
Assuming Rate Case Every 2 Years Page 2 

Line Calendar Years 
1 2& 3 4& 5 6a 

Accrued Lost Marains 
1 I st yr programs $1.5 $3.0 
2 2nd yr programs $1.4 $1.4 $1.4 
3 3rd yr programs $1.2 $2.4 
4 4th yr programs $1 .2 $1.2 $1.2 
5 5th yr programs $7.2 $2.4 
6 6th yr programs $1.2 
7 Total Shortfall $1.5 $4.4 $2.6 $5.0 $2.4 $4.8 

8 Existing Surcharge Mechanism 
9 Recover in Base Rates $4.4 $4.4 $9.4 $9.4 
10 Surcharge: 
1 1  Lost Margin Recovery $1.5 $4.4 $2.6 $5.0 $2.4 $4.8 
12 Shareholder Incentiveb $7.1 $6.7 $6.0 $6.0 $6.0 $6.0 
13 Surcharge Recovery $8.6 $11.1 $8.6 $1 1 .O $8.4 $10.8 

14 Rate Case Proposal (Recovered in  Base Rates, Shortfall capped at 3 annual years) 
15 Recover in Base Rates $4.4 $4.4 $9.4 $9.4 
16 Embed in Base Rates $5.2 $5.2 $5.2 $5.2 $5.2 $5.2 
17 Return on Program CostsC $2.1 $2.1 $2.1 $2.1 $2.2 $2.3 
18 Total in Base Rates $7.3 $7.3 $1 1.7 $1 1.7 $1 6.8 $16.9 
19 
20 Embed in Base Rates Less Total Shortfall 

21 CA's Proposal 
22 Recover in Base Rates $4.4 $4.4 $9.4 $9.4 
23 Surcharge: 
24 Lost Margin Recovery $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 
25 Shareholder Incentive $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 
26 Surcharge Recovery $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 

27 Company Proposal 1st Alternative, 
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DODIR2 Exh 13 Utility Compensation Scenarios.xls Hawaiian Electric Company, I ~c .  
Exhibit 13 

Utility DSM Compensation Docket No. 05-0069 
Assuming Rate Case Every 5 Years Page 3 

Line Calendar Years 
1 2 3 4 5a 6 

Accrued Lost Marains 
1 st yr programs $1.5 $3.0 $3.0 $3.0 $3.0 
2nd yr programs $1.4 $2.8 $2.8 $2.8 
3rd yr programs $1.2 $2.4 $2.4 
4th yr programs $1.2 $2.4 
5th yr programs $1.2 $1.2 
6th yr programs $1.2 
Total Shortfall $1.5 $4.4 $7.0 $9.4 $1 1.8 $2.4 

8 Existing Surcharge Mechanism 
9 Recover in Base Rates $1 1.8 
10 Surcharge: 
1 1  Lost Margin Recovery $1.5 $4.4 $7.0 $9.4 $1 1.8 $2.4 
12 Shareholder Incentiveb $7.1 $6.7 $6.0 $6.0 $6.0 $6.0 
13 Surcharge Recovery $8.6 $11.1 $1 3.0 $1 5.4 $1 7.8 $8.4 

14 Rate Case Proposal (Recovered in Base Rates, Shortfall capped at 3 annual years) 
15 Recover in Base Rates $11.8 
16 Embed in Base Rates $5.2 $5.2 $5.2 $5.2 $5.2 $5.2 
17 Return on Program CostsC $2.1 $2.1 $2.1 $2.1 $2.2 $2.3 
18 Total in Base Rates $7.3 $7.3 $7.3 $7.3 $7.4 $1 9.3 
19 
20 Embed in Base Rates Less Total Shortfall 

21 CA's Proposal 
22 Recover in Base Rates $1 1.8 
23 Surcharge: 
24 Lost Margin Recovery $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 
25 Shareholder Incentive $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 
26 Surcharge Recovery $0.0 $0.0 $0.0 $0.0 $0.0 $0.0 

27 Company Proposal 1st Alternative, 5% Shared Savings 
28 Recover in Base Rates 
29 Surcharge 
30 Fixed Cost Shortfall 
31 5% Shared savingsb 
32 Surcharge Recovery 

33 Company Proposal 2nd Alternative 1-year Shortfall Recovery + 15% of Program Costs 
34 Recover in Base Rates $11.8 
35 Surcharge 
36 1 -yr Fixed Cost Shortfall $1.5 $2.9 $2.6 $2.4 $2.4 $2.4 
37 15% of Program CostC $2.1 $2.1 $2.1 $2.1 $2.2 $2.3 
38 Surcharge Recovery $3.6 $5.0 $4.7 $4.5 $4.6 $4.7 
39 Capped at $4.0 million $3.6 $4.0 $4.0 $4.0 $4.0 $4.0 

Notes: 
a. Rate case year, new rates effective in the following year. 
b. Existing shared savings mechanism. 

Updated avoided energy and capacity costs, Program costs, using 2006 fuel price forecast. 
c. Updated program costs, excluding load management. 

5 year interval 717,'2006 
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With respect to HECO-1019 please state the following: 

a. Do the amounts shown on Lines 1 through 4 turnct shown on 
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Referring to Page 26 of HECO T-12, Lines 1 through 8, please provide a copy of the referenced 
stipulation. 

HECO Response: 

A copy of the October 5,2001 stipulation between the Consumer Advocate and E C O  in 

Docket No. 00-0169 is attached, excluding confidential Exhibit A. 
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October 5,2001 

Robert A. Alm 
Senior Vice President 
Pubiic Affairs 

The Honorable Chairman and Members of 
the Hawaii Public Utilities Commission 

Kekuanaoa Building 
465 South King Street, 1 Floor 
Honolulu, Hawaii 968 13 

Dear Commissioners: 

Subject: Docket No. 00-0169 
HECO C&I DSM Program 

This letter incorporates the oral agreement that Hawaiian Electric Company, Inc. 
("HECO") and the Division of Consumer Advocacy of the Department of Commerce and 
Consumer Affairs ("Consumer Advocate") reached prior to the status conference on September 
21,2001 and finalized on October 3,2001, related to the issues in this proceeding regarding the 
proposed Commercial and Industrial Demand-Side Management Program ("C&I DSM 
Program"). 

This agreement was reached because of the substantial economic uncertainty facing our 
nation, our state and HECO in the immediate future, as a result of the events of September 11, 
2001. This is addressed in Attachment A, which contains confidential financial information', 
and is submitted under protective order. 

In light of the information contained in Attachment A, HECO and the Consumer 
Advocate have agreed to the temporary continuation of HECO's three existing C&I DSM 

in place of approval of a new consolidated C&I DSM program for five years (as 
requested in Docket No. 00-01 69), until HECO's next rate case (which HECO has committed to 
file within 2 to 3 years using a 2003 or 2004 test year in accordance with 96-61 -87(4)(A) and (B) 
of the Hawaii Administrative Rules ("HAR')). In return, HECO has agreed to cap recovery of 
lost margins and shareholder incentives based on the existing surcharge mechanism, so that such 
recovery will not allow the Company to exceed its current authorized rate of return on rate 

I Disclosure of earnings estimates (especially net income estimates) could trigger requirements under the rules 
and guidelines of the Securities and Exchange Commission ("SEC") and/or the New York Stock Exchange that 
information that would be meaningful to an investor (such as earnings estimates) be released to all investors, if 
the information is disclosed beyond a limited number of "insiders." Persons having access to such information 
as a result of their government employment may be deemed 'insiders" for purposes of the SEC's insider 
trading prohibitions. 

2 HECO's three existing C&I DSM programs are the Commercial and Industrial New Construction ("CINC") 
Program approved in Docket No. 94-0010, the Commercial and Industrial Customized Rebate ("CICR) 
Program approved in Docket No. 94-001 1 and the Commercial and Industrial Energy Efficiency ("CIEE") 
Program approved in Docket No. 94-0012. HECO currently has an 
programs, through the end of December 2001. 

FOR DISTINGUISHED INDUSTRY LEADERSHIP 
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base.3 As a result of this cap, ratepayers will not be harmed by the continued recovery of lost 
margins and shareholder incentives pending HECOys next rate case. However, HECOys earnings 
would be significantly affected if DSM programs were continued without the recovery of lost 
margins and shareholder incentives at the same time that earnings are expected to be negatively 
impacted as a result of the events of September 1 lh. 

HECO also agreed that the current DSM programs will end as part of the next rate case, 
and that any DSM programs to be in place after that rate case will be determined as part of that 
case. HECO will not pursue the continuation of lost margins and shareholder incentives in the 
next rate case or thereafter. 

Specifically, HECO and the CA agree to the following: 

a. HECO may continue to recover the program costs for the existing three C&I 
DSM programs4 accrued through the date that estimated program costs are 
incorporated into rates as a result of the next rate case,5 and the accrued program 
costs may be recovered through the Integrated Resource Planning Cost Recovery 
Provision ("IRP Clause"). 

b. HECO may continue to accrue lost margins resulting from HECO's three existing 
C&I DSM programs through the date that interim rates as a result of the next rate 
case are effective, and the lost margins accrued until such time may be recovered 
through the IRP Clause. HECO agrees that the continuation of the recovery of 
lost margins after 2001 to the next rate proceeding will not allow the Company to 
exceed its current authorized rate of return6 HECO will not seek continuation of 
lost margins recovery in the next rate case. 

c. HECO and the Consumer Advocate agree that HECO may continue to accrue 
shareholder incentives through the date that interim rates as a result of the next 
rate case are effective, and shareholder incentives accrued until such time may be 
recovered through the IRP Clause. HECO agrees to reflect shareholder incentives 
earned after 2001 in the monthly calculation of its operating revenues, beginning 

3 In HECO's last rate case, Docket No. 7766, Decision and Order No. 14412 (filed December 1 1, 1995), the 
Commission found a 9.16% return on rate base to be reasonable. 

4 Within thirty days after a decision and order approving this agreement, HECO will submit a breakdown of the 
estimated energy and demand savings, program budget, lost margins and shareholder incentives for the 
temporary continuation of the three C&I programs. 

5 "As a result of the next rate case" would mean when the Commission makes a determination of HECO's 
revenue requirements in an interim decision or a final decision and order, whichever comes first. 
The Company will continue to calculate its earned rate of return on rate base reflecting lost margins in 
operating revenues (and reflecting shareholder incentives accrued beginning in 2002 in operating revenues) for 
the reporting months of June and December. Should HECO exceed a return on simple average rate base of 
9.16%, as a result of its recovery of the lost margins and shareholder incentives, at the end of any calendar year 
beginning with 2002 and ending with the year in which interim rates as a result of the next rate case are 
effective (or the year in which HECO ceases to accrue the lost margins and shareholder incentives), HECO 
will rehnd the amount by which its rate of return on rate base exceeds 9.16% in such calendar year (but not 
more than the lost margins and shareholder incentives accrued in such year.) HECO and the Consumer 
Advocate will work together to determine the method of allocating any refbnd to ratepayers. 
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effective January ,2002 until interim rates as a result of the next rate case are 
effective. HECO agrees that the continuation of the recovery of shareholder 
incentives will not allow the Company to exceed its current authorized rate of 
r e t ~ r n . ~  HECO will not seek continuation of shareholder incentives in the next 
rate case. 

d. HECO and the Consumer Advocate agree to work together to address and resolve, 
to the reasonable satisfaction of the Consumer Advocate and HECO, any concerns 
that the Consumer Advocate may have regarding the methodologies used to 
calculate lost margins and shareholder incentives by the end of 2001. (Examples 
of concerns include whether HECO is collecting lost margins for DSM measure 
installations that would have occurred without DSM programs, and the participant 
application process for DSM programs.) The resolution of the concerns with the 
methodologies used to calculate lost margins and shareholder incentives will be 
incorporated in the calculations made from January 1,2002 to the effective date 
that interim rates as a result of the next rate case are effective. 

e. HECO commits to filing a general rate case within 2 to 3 years from the date of 
this agreement (using a 2003 or 2004 test year) in accordance with HAR $6-61 - 
87(4)(A) and (B). 

f. HECO and the Consumer Advocate agree that Hawaii Electric Light Company, 
Inc. ("HELCO") and Maui Electric Company, Limited ("MECO) will take the 
steps necessary to implement any changes ordered or approved by the 
Commission in HECO's next rate case with respect to program costs within one 
year from when such costs are incorporated into HECO's rates as a result of 
HECO's next rate case case. At that time, HELCO and MECO will cease accrual 
of lost margins and shareholder incentives. HELCO and MECO would be 
allowed to continue the accrual and recovery through their respective IRP Clauses 
of their respective DSM program costs, lost margins and shareholder incentives 
until the changes are implemented. 

g. The City and County of Honolulu's updated building energy efficiency standards 
for nonresidential and high-rise residential buildings will become effective on 
December 8,2001 as a result of the passage of Bill 54. HECO and the Consumer 
Advocate agree that HECO will review the impact of Bill 54 on the existing C&I 
DSM programs, and will provide a report to the Commission and the Consumer 
Advocate by November 30,2001 on any program modifications necessary as a 
result of Bill 54. The Consumer Advocate will provide comments for the 
Commission's consideration on HECO's report. Any modifications resulting 
from Bill 54 shall receive Commission approval prior to implementation. 

h. HECO and the Consumer Advocate agree that HECO will revise the calculation 
of shareholder incentives to an ex post basis, commencing with shareholder 
incentives earned on DSM measures installed in 2001. 
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This agreement is filed in place of the simultaneous reply statements of position 
("SOPS") in this proceeding.7 The parties are mindful that the Commission is not bound by any 
agreement reached between HECO and the Consumer Advocate, and that the Commission may 
reject the agreement in full or in part. The parties respectfblly request that they be given an 
opportunity to respond to any questions that the Commission may have with respect to matters 
agreed to in this stipulation, and to submit further support for such matters, within one week of 
the date any such questions are provided by the Commission. 

Sincerely, 

Robert A. Alm 
Senior Vice President, Public Affairs 
Hawaiian Electric Company, Inc. Division of Consumer Advocacy 

Attachment 

7 Pursuant to Order No. 18913 issued on September 25,2001 in this docket and letters dated October 1 and 3, 
2001, requesting further extensions, and which were approved by the Commission, HECO and the Consumer 
Advocate were to file their respective reply statements of position by October 5,2001. 
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Please provide a complete copy of the report referenced at Lines 5 through 17 on Page 27 of 
HECO T- 12. 

HECO Response: 

The requested document is voluminous. A copy can be made available for inspection at 

HECO's Regulatory Affairs office. Please contact Dan Brown at 543-4795 to arrange for 

inspection. To also facilitate the review of the document, HECO will provide a PDF of the 

document on a CD. 
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Please provide the workpapers and source material supporting the calculations shown on the 
table on Page 32 of HECO T-12. 

HECO Response: 

The requested documents are voluminous. A copy can be made available for inspection 

at HECO's Regulatory Affairs office. Please contact Dan Brown at 543-4795 to arrange for 

inspection. To also facilitate the review of the document, HECO will provide a PDF of the 

documents on a CD. 
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Please provide the complete document from which the quotation beginning at Line 13 on Page 
38 of HECO T-12 is taken. Include the date the document was created or that the statement by 
Mr. Rowe was made. 

HECO Response: 

The requested document is voluminous. A copy can be made available for inspection at 

HECO's Regulatory Affairs office. Please contact Dan Brown at 543-4795 to arrange for 

inspection. To also facilitate the review of the document, HECO will provide a PDF of the 

document on a CD. 
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DODIHECO-IR- 1 -8 

Please provide a copy of the Statement of Position of the Division of Consumer Advocacy dated 
June 1,2001 in Docket No. 00-0169, referenced on Page 35 of HECO T- 12. 

HECO Response: 

The requested document is voluminous. A copy can be made available for inspection at 

HECO's Regulatory Affairs office. Please contact Dan Brown at 543-4795 to arrange for 

inspection. To also facilitate the review of the document, HECO will provide a PDF of the 

document on a CD. 
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Concerning Page 9 of HECO T- IS, the answer beginning at Line 16 provides certain incremental 
savings. Please provide the base period against which the incremental savings are estimated. 

HECO Response: 

The base year for the analysis was the test year of 2005. Note that in the current 

proceeding, the base year has shifted to 2006 due to the time lag between the filing of HECO T- 

11 and the analysis supporting the current Docket. 
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Concerning Page 9 of HECO T-11, the answer beginning on Line 24, please state the base to 
which the 2003 reduced energy consumption and demand is compared. 

HECO Response: 

The 2003 values reported in HECO T-11 represent savings in that year (i.e., incremental 

savings). The values reported for 2005 also represent savings in that year. Because both years 

(2003 and 2005) represented incremental savings, comparisons between the two years were 

made in that context. 
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On Page 11 of HECO T-11, the results of the various benefitkost measures for the programs in 
total are reported. Please state whether the utility incentives (the 15% mark-up) are included in 
the calculation of any of these ratios, and if so state which ones. If they have been omitted, 
please provide ratios (for the programs in total and each individual program) including the 15% 
utility incentive. 

HECO Response: 

The benefit cost ratios on Page 11 of HECO T-1 1 reflect the 15% return on cost. 

However, many of the DSM program input assumptions have changed from Docket No. 04-01 13 

(e.g., updated HECO FSOP, Exhibits 7, 8, 10 and 12, in CA/HECO-IR-9). The B/C ratios for 

the updated programs are reported in the table below that summarizes the cost-effectiveness test 

results that are shown in HECO's response to CAIHECO-IR-9. For illustrative purposes the test 

results reflect one (Alternative No. 2) of the three utility compensation proposals being made by 

HECO in its FSOP as an example of the effect of including utility compensation. 

BenefitKost Tests for Docket Programs with 15% Return on Cost 

Program 

1. Commercial and Industrial Energy Efficiency 
2. Commercial and Industrial New Construction 
3. Commercial and Industrial Custom Rebates 
4. Energy Solutions for the Home 
5. Residential Efficient Water Heating Program 
6. Residential New Construction Program 
7. Residential Low Income 
8. Residential Direct Load Control 
9. Commerical Industrial Direct Load Control 

Overall 

B E  Ratio 

TRC 

1.68 
1.49 
0.97 
2.92 
0.75 
1.40 
3.14 
2.57 
11.06 

1.66 

RIM 

0.48 
0.44 
0.49 
1.73 
0.70 
0.91 
1.23 
1.65 
2.90 

0.73 

Utility 

3.82 
3.04 
4.46 
6.1 6 
1.41 
2.03 
3.44 
1.65 
4.46 

3.25 

Participant 

3.69 
3.84 
2.05 
1.61 
0.76 
1.19 
2.72 
N A 
N A 

2.38 
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With respect to the C E E  program, HECO T-1 1, Page 14 states that the program has resulted in a 
net reduction of 10.189 MW of demand and 72,609 MWh of energy since its inception. HECO 
WP-1104, Page 3, shows 2003 actual results as 1.264 net MW of peak demand and 9,820 MWh 
of energy. Please reconcile these two statements and explain the difference in the measurement 
and in the reporting. 

HECO Response: 

The CIEE program savings reported in HECO T- 1 1 Page 14 represent annualized savings 

in calendar year 2004 from measures installed between 1996 and 2003. Under the 2003 Actuals 

column, HECO-WP-1104 shows annualized savings in 2003 for C E E  program measures 

installed in 2003. 
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Referring to HECO T- 11, Page 14, Line 2 1, the 2005 goals for the CIEE program reported there 
are the same as what is shown on Page 3 of HECO-W-1104. State what the cumulative savings 
by 2009 represent. Is this the sum of the savings in each of the years 2005 through 2009, or is 
this the annualized savings expected to be achieved by 2009? 

HECO Response: 

The cumulative savings by 2009 of 10.1 MW and 69,674 MWh represent the annualized 

savings in the year 2009 from measures installed between 2005 through 2009. 



DODIHECO-IR- 1 - 14 
DOCKET NO. 05-0069 
PAGE 1 OF 1 

DODIHECO-IR- 1 - 14 

With respect to HECO-VVP-1104, Page 3, please explain if there is any relationship between the 
kW and MU% savings in the 2003 actual column and in the 2005 test year estimate column. If 
the 2003 is included in the 2005, please so state, or if not, then state that it is not. Also, do the 
amounts shown in each of the two columns represent the savings attributable to all participants in 
the program in those time frames, or do these relate just to the additional participants expected to 
be in the programs? Please explain. 

HECO Response: 

There is no relationship between the 2003 actual values and the 2005 projections in terms 

of measures installed. As stated in HECO's response to DOD/HECO-IR-12, HECO-WP-1104, 

under the 2003 Actuals column, shows annualized savings in 2003 for CIEE program measures 

installed in 2003. The savings shown under the 2005 Test Year Estimate column are the 

annualized savings in the 2005 test year resulting from measures installed in 2005. Thus, 2003 

measure impacts are not included in 2005 measure impacts. 

The amounts shown in the 2003 Actuals column, and in the 2005 Test Year Estimate 

column, represent savings attributable to those participants who installed measures in 2003 and 

are expected to install measures in TY 2005, respectively. 
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With regard to the response to the three preceding questions concerning CIEE, would the same 
general answers (with different numbers) apply to similar questions about all of the other 
programs? If not, please explain. 

HECO Response: 

Yes. The response to DODmCO-IR-1-12 to 14 apply to all of the proposed programs 

in this proceeding that are continuations of existing programs that were in effect in 2003 (CIEE, 

CINC, CICR, REWH, and RNC). Since the other programs (ESH, RLI, RDLC and CIDLC) 

were not in place during the 2003 reporting year, such comparisons could not be made. 
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Referring to HECO's Final Statement of Position (FSOP), pages 78-80, please clarify whether 
the alternative utility co~llpensation proposals discussed there and illustrated on the attached 
Exhibit 13 should be construed as replacing the proposals which HECO made in its initial filing 
in the rate case from which these DSM issues were extracted. 

HECO Response: 

HECO has made three utility compensation proposals, one which HECO described in 

direct testimony in Docket No. 04-01 13, and 2 alternative proposals described on pages 78 and 

79 of its FSOP. HECO is making these three proposals in order to facilitate discussion that may 

lead to substantial agreement on one of the three proposals or some version of the three 

proposals. Should DSM expenses and utility compensation be approved for inclusion in base 

rates in the next rate case, HECO also proposes that during the period until the next rate case, 

that HECO recover the DSM expenses and utility compensation through a DSM surcharge. 

HECO strongly believes that utility compensation in one form or another is necessary for the 

aggressive pursuit of demand-side resources and HECO is willing to consider alternative 

compensation mechanisms as well as different levels of compensation provided that the 

incentives are performance-based, i.e., are allowed to rise or fall depending on the actual energy 

and demand reductions realized each year. See also HECO responses to DODMECO-IR-1-2, 

DOD/HECO-IR- 1-17, RMI/HECO-IR- 19, and HSEAEECO-FSOP-7. 
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Unless the response to the preceding question is an unequivocal statement that HECO is 
abandoning its original proposals in favor of the proposals discussed at pages 78-80 of its FSOP, 
please explain in detail the circumstances under which HECO either would accept, or have a 
preference for, the alternatives discussed at pages 78-80 of its FSOP. 

HECO Response: 

As indicated in its response to DODIHECO-IR-1-16, HECO is open to any of the three 

proposals, or some version of any of the three proposals in order to come to substantial 

agreement on the issue of utility compensation. HECO is interested in reviewing the responses 

of the parties to its information requests with respect to the issue of utility compensation for 

implementing DSM programs, and is willing to engage in settlement discussion meetings with 

the parties on the issue of utility compensation, as well as other issues in the proceeding, prior to 

the August 2006 panel hearings. See also HECO responses to DODMECO-IR-1-2, 

DODIHECO-IR- 1-16, HSEMXl3CO-FSOP-7, and RMI/HECO-IR- 19. 
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With respect to page 78 of the FSOP, the second full paragraph, please explain in detail why 
HECO would propose to exclude measurement and evaluation costs in calculating the 
shareholder incentive. 

HECO Response: 

HECO proposes that an independent third-party evaluator selected by the Commission be 

responsible for periodically conducting an evaluation of the utility and non-utility DSM 

programs and program impacts. The evaluation would be similar to the program impact 

evaluation currently conducted by a third-party, KEMA, Inc., hired by HECO. The evaluation is 

conducted approximately every three years. The independent third-party would be selected by 

the Commission through an RFP process from lists provided by both the utility and non-utility 

administrators. 

Since under this proposal, the Commission would be overseeing and paying for the 

evaluation, the costs incurred for the evaluation should not be included in calculating the 

shareholder incentive. 
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HSEAJHECO-FSOP- 1 Ref HECO FSOP, page 16, footnote 8: 

HECO states that its cost of energy efficiency is actually less than 2 centskwh. The calculation 
is function of the estimated useful life of the equipment, i.e. 15 years. In regard to the REWH 
and RNC solar water heating programs, what information or data was used to determine the 
estimated fifteen year system life? 

HECO Response: 

The fifteen year life for a solar water heating system was developed in 1993 during the 

design of the REWH and RNC programs. HECO relied primarily on ASHRAE, 1990 for typical 

life expectancy for its DSM measures, (see Appendix A: Technology Assessment Sheets, 

Demand-Side Management Resource Assessment Final Report May 7, 1993). This information 

was also provided to HECO's DSM Advisory Group members for review and further refinement 

as necessary. The useful life of a solar system installed under HECO REWH and RNC programs 

has not been further evaluated, however, HECO believes the 15-year useful life remains 

reasonable. 
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HSENHECO-FSOP-2 Ref HECO FSOP, p. 29 

HECO states that non-quantifiable benefits of solar water heating - clean, renewable, customer 
equity, in harmony with state energy objectives, etc. - are not included in the calculation of cost- 
effectiveness. 

a. Does HECO mean that these benefits cannot be quantified, or have not been quantified, for 
the purpose of establishing a more accurate TRC value? 

b. How does HECO weight such "qualitative" benefits in their determination of overall 
program cost-effectiveness? 

HECO Response: 

a. Non-quantifiable benefits of solar water heating have not been quantified for the purpose of 

calculating the TRC Test ratio. HECO uses the definition of the TRC Test described in the 

California Standard Practice Manual: Economic Analysis of Demand-Side Programs and 

Projects and therefore only includes certain benefits and costs as defined by the manual in 

the calculation of the TRC results. In its Decision and Order No. 11523 the Commission 

recognized the difficulty in accurately analyzing non-quantifiable benefits. In discussing the 

disagreement between the parties to that Docket to the concept of quantifying non- 

quantifiable benefits the Commission states: "(a)t the center of the controversy is whether 

any assigned quantitative value truly measures the impact that is being sought to be 

assessed." (See page 22, Decision and Order No. 11523, Docket No. 6617.) Consequently, 

the Commission ordered: "(i)mpacts that cannot be reasonably and feasibly valued in dollar 

terms are to be q~~alitatively described." 

b. There is not a formal process for weighting such qualitative benefits in the overall program 

cost-effectiveness. In its annual A&S and M&E reports, HECO reports the cost- 

effectiveness of each of its DSM programs without any non-quantifiable benefits, but 

describes those benefits in qualitative terms. 
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In general, HECO believes that its DSM programs should all have positive net benefits 

according to both the UC and TRC test perspectives to be considered "cost-effective". However, 

the overall determination of cost-effectiveness in the IRP process should take into account all of 

the goals and objectives of IRP (including the availability of non-quantifiable benefits, the 

impact of the programs on the utility's financial integrity, supporting Hawaii's State energy 

objectives and the rate impact of the programs). The determination of cost-effectiveness in IRP 

should consider both quantitative benefits and costs (which are reflected in the benefit-cost 

ratios) and qualitative benefits and costs (which are not reflected in the benefit-cost ratios). 

DSM programs provide significant qualitative benefits, which help achieve the objectives of 

HECO's R P .  Solar water heaters utilize an environmentally clean, renewable energy resource. 

In addition, the solar water heating component of the residential DSM programs is a major 

contributor to meeting the State's renewable energy objective. 
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HSEAIHECO-FSOP-3 Ref HECO FSOP, p. 36 

HECO states that least cost is not the only objective for DSM programs. In the context of 
determining program cost-effectiveness how much value does HECO subscribe to the issue of 
customer equity? 

HECO Response: 

HECO believes that customer equity is an important issue. However, customer equity is 

a non-quantifiable issue. Its value lies in engendering among all utility customers the 

understanding that the DSM programs are inclusive, i.e., that virtually every customer, regardless 

of customer class has an opportunity to benefit from the energy savings and customer incentives 

offered by the programs. Without the element of customer equity, the customer classes unable to 

participate in the DSM programs may perceive the programs as being exclusive and unfairly 

discriminatory. The issue of customer equity also encompasses the fair allocation of DSM 

incentives to all income classes. Thus, in this proceeding HECO has proposed a Residential Low 

Income program directed towards customers who would not otherwise be able to participate due 

to initial first cost hurdles. 

As discussed in HECO's response to HSEAIHECO-FSOP-2, there is no formal process 

for valuing customer equity in the calculation of DSM program cost-effectiveness. 
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HSENHECO-FSOP-4 Ref HECO FSOP, p, 49 

With the exception of a proposed increase in the RNC rebates for solar water heating systems, 
HECO has offered no other changes to the current RNC programs. The current RNC "tank and 
timer" program rebate is $280. Subsequent to installation the homeowner receives a $5 per 
month bill credit during the lifetime of the measure (or until the homeowner opts for another 
water heating option). Over the 15 year estimated equipment life HECO will have offered 
rebates and credits for this measure equal to $1,180 (cf. current $750 one time rebate for solar 
water heating). 

High efficiency 80 gallon electric water heaters are being offered in volume to homebuilders at 
$375, providing a net out of pocket builder cost for this option after RNC rebates of $95 (HECO 
provides the timer at no cost to the builder). In relation to RNC solar rebates, which incent both 
energy and capacity savings, please explain how the company justifies rebates and credits of this 
magnitude for this specific load management measure (i.e. the measure provides no appreciable 
energy savings). 

HECO Response: 

HECO does not agree with HSEA's contention that the "tank and timer" measure does 

not provide any appreciable energy savings. The "tank and timer" measure for which HECO 

provides rebates under the RNC program consists of a higher than standard efficiency 80 gallon 

or larger electric water heater coupled with a load management timer that effectively turns the 

water heater off during the entire evening peak period of 5:00 p.m. to 9:00 p.m. As such, the 

"tank and timer" measure does provide some energy savings due to the higher than standard 

efficiency water heater and provides substantial peak demand reductions resulting from the load 

control timer. Since program inception, HECO has encouraged the installation of over 5,000 

"tank and timers". These measures contribute 2.8 MW of peak load reduction and 1,500 MWh 

of annual energy savings. Based on HECO current reserve margin shortfall it would not make 

sense to discontinue rebates for this measure. 

HECO also believes that customer equity is an issue of concern. As such, HECO 

recognizes that not all new residential developments can install solar water heating systems as 
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easily as others. For instance, developers of townhomes and condominiums face interior and 

roof area limitations, additional piping difficulties in multistory applications, and other 

challenges that may make solar water heating installation less attractive than other options. The 

existence of the "tank and timer" DSM measure provides developers of these homes with another 

option to provide energy and bill savings to their customers 

Recognizing that solar water heating may not be the choice of developers in all cases 

even with the HECO incentive, the incentive for the "tank and timer" DSM measure was 

developed to allow the developer other options. The level of the incentive was designed to make 

this DSM measure acceptable in the marketplace; it was not based on a certain percentage of the 

incremental cost. In 2005, new home builders installed 669 solar water heating systems, 723 

high efficiency electric water heaters and 77 1 "tank and timers", indicating that the level of 

incentives for each of these DSM measure has not unduly skewed the market in favor of one 

over another. 

Note: HECO assigns a 10-year life to the measure, rather than fifteen years as HSEA 

contends. 
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HSEAJHECO-FSOP-5 Ref HECO FSOP, p 49 

The Company also has proposed no change in rebate levels for "high efficiency" electric water 
heaters. The current rebates for these heaters vary from $60 to $80 depending upon the size of 
the water heater. Rebates for 80 gallon heaters are $80. During the period from 1999 - 2006, 
homebuilders purchased 3,902 high efficiency electric heaters, 4,774 tank and timer measures, 
and 4,213 solar water heating systems. 

a. Why does HECO continue to request rebates for "high efficiency" electric water heaters that 
provide no significant energy or capacity benefits and increase system load? 

b. Does the Company provide any other types of builder rebates or incentives in addition to 
DSM incentives that may lead builders to choose either tank and timer or high efficiency 
electric water heater options over solar water heating? 

HECO Response: 

a. As discussed in HECO response to HSEAIHECO-FSOP-4, HECO does not agree with 

HSEA's contention that higher than standard efficiency electric water heaters do not provide 

any significant energy or capacity savings. Since program inception, HECO has encouraged 

the installation of over 4,000 high efficiency electric water heaters in the RNC program. 

These measures contribute 161 kW of peak load reduction and 743 MWh of annual energy 

savings. Based on HECO current reserve margin shortfall it would not make sense to 

discontinue rebates for this measure. 

HECO also believes that customer equity is an issue of concern. As such, HECO 

recognizes that not all new residential developments can install solar water heating systems 

as easily as others. For instance, developers of townhomes and condominiums face interior 

and roof area limitations, additional piping difficulties in multistory applications, and other 

challenges that may make solar water heating installation less attractive than other options. 

The existence of the high efficiency electric water heater DSM measure provides developers 

of these homes another option to provide energy and bill savings to their customers. 
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b. No. HECO has paid an "all-electric" incentive to home developers the costs of which are 

below-the-line. However, late last year HECO halted new commitments to developers for 

these incentives. Under the "all-electric" incentive developers were free to install either 

tank and timer, high efficiency electric water heaters, or solar water heating and the 

incentive did not favor one electric water heating technology over the others. 
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HSEAIHECO-FSOP-7 Ref HECO FSOP, p. 55 

HECO states it was never the intention of the Company to pursue DSM programs without being 
compensated. Just to be clear, does this mean that HECO will not do DSM at any time, under 
any set of circumstances, if they are not compensated beyond the recovery of all fixed costs? 

HECO Response: 

HECO's FSOP (page 55) states: "It was never the intention of the Company to pursue 

DSM programs without being compensated. Rather it was the intention of the Company to 

propose an incentive mechanism as an alternative to the current shareholder incentives and lost 

margins recovery in the next rate case." That means that HECO did not intend to forego all 

compensation. That does not mean, and was not intended to mean, that "HECO will not do DSM 

at any time, under any set of circumstances, if they are not compensated beyond the recovery of 

all fixed costs." For example, HECO is committed to take steps (including pursuing cost 

effective DSM programs) necessary to maintain and improve reliable electric service. HECO is 

also committed to pursuing DSM programs to the extent it is directed to do so by the 

Commission. 

At the same time, fair compensation has been and remains an important element of these 

programs for a number of reasons. First, fair compensation has proven to be effective in this and 

other utility jurisdictions and requires less regulatory resources than "command-and-control" 

regulation. In addition, fair compensation puts energy efficiency DSM options on a level playing 

field with supply-side options. Indeed, the IRP framework explicitly identifies among its 

Governing Principles (Section 1I.B.) that "incentive mechanisms should be structured so that 

investments in suitable and effective demand-side management programs are at least as attractive 

to the utility as supply-side options." Furthermore, all other factors being equal, there is a 

financial disincentive to pursue energy efficiency savings between rate cases without a 
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mechanism to compensate the utility for the recovery of fixed costs foregone due to sales lost as 

a result of the aggressive implementation of DSM programs. Moreover, HECO believes that a 

third-party DSM service provider would also require compensation beyond simple program cost 

recovery. Finally, appropriate alignment of financial incentives with well performing energy 

efficiency programs is simply good public policy. 

In addition, as stated in its response to DOD/HECO-IR-1-16, HECO is making 

alternative proposals with respect to utility compensation for implementing DSM programs in 

order to facilitate discussion that may lead to substantial agreement on one of the three proposals 

or some version of the three proposals. Also, HECO is interested in reviewing the responses of 

the parties to its information requests with respect to the issue of utility compensation for 

implementing DSM programs, and is willing to engage in settlement discussion meetings with 

the parties on the issue of utility compensation, as well as other issues in the proceeding, prior to 

the August 2006 panel hearings. See also HECO responses to DODklECO-IR-1-2, 

DOD/HECO-IR-1- 17, and RMIfHECO-IR- 19. 
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HSENHECO-FSOP-8 Ref HECO FSOP, p. 56 

The Company states that without an adjustment mechanism the utility is financially worse off 
when it implements DSM programs. In footnote 8, page 16, HECO states that energy efficiency 
at 2 cents/kWh is less expensive than any supply side option currently available in the State. If 
DSM is less expensive than all other supply side options, please explain why the utility is worse 
off choosing DSM over generation? 

m C O  Response: 

Under current rate making policies the utility is allowed to earn a fair return on its capital 

investments in generation. In contrast, when a utility promotes effective energy efficiency DSM 

programs, 

1) revenue is reduced by more than the reduction in variable costs due to lower sales, 

and 

2 )  without utility compensation, the energy efficiency programs fail to earn a return 

at the same time they defer those capital investments in generation upon which 

the utility can earn a fair return. 

Energy sales are reduced from the levels that otherwise would have occurred without 

DSM. The reduced levels of energy use result in reduced costs to supply the energy, but also 

result in a larger reduction in revenue to the utility. Embedded in that revenue is not only the fair 

return allowed by the Commission on the utility's investment in generation, but also some 

contribution to the utility's fixed costs to serve its customers. Consequently, if a utility 

implements effective energy efficiency programs without a utility incentive, not only is there a 

potential foregone opportunity to invest that money in an endeavor that would produce a fair 

return, but it also contributes to an erosion of the utility's revenue to offset its fixed costs and 

maintain its level of profitability. 
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HSENHECO-FSOP-9 Ref HECO FSOP: 2006 Fuel Forecast (Appendix) 

a. Please cite the source or sources used to compile the oil and coal price forecasts. 

b. Please indicate the most current fuel price(s) for oil and coal that the Company is using in 
their cost-effectiveness calculations for the various DSM measures. 

HECO Response: 

a. HECO's 2006 Fuel Price Forecast was used, and the specific values are provided in FSOP 

Exhibit 12, pages 7 - 10. 

b. See response to part a. 
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RMI/HECO-IR-1 Re: HECO FSOP at page 13: "Free-riders" in RPS 

Does HECO consider impacts of measures installed by "free-riders" to be electrical energy 
savings brought about by its DSM programs? 

HECO Response: 

Yes, but only to the extent that those energy savings were realized as a result of an energy 

conservation measure installation that received a HECO DSM customer incentive. As a measure 

installed under the DSM program the energy savings reduces the oil consumed by electricity 

generators and promotes energy self sufficiency. However, HECO does not claim free-riders 

when calculating lost margins or shareholder incentives. 

HECO's evaluation consultant, KEMA, Inc., has conducted three cycles of DSM 

program impact evaluations which assess individual DSM measure energy and demand savings 

and the level of free-ridership. HECO is in the process of obtaining input from the Consumer 

Advocate in order to finalize the survey instrument to conduct the net-to-gross study for the third 

cycle impact evaluation study. This net-to-gross study will assess the level of free-ridership for 

measures installed in program years 2005 through 2007. 
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RMIJHECO-IR-2 Re: m C O  FSOP at page 29. "Thus, a TRC test on residential water 
heating programs may indicate a lower level of cost-effectiveness because 
participant decision-making is not solely economically based." 

Please clarify this statement or provide a numerical example or explain how a TRC test result is 
changed due to the decision-making mindset of program participants. 

HECO Response: 

TRC tests are usually performed on all measures installed under a comprehensive DSM 

program such that sum the savings from all of the measures generate enough savings to offset a 

capacity addition. However, useful insight may be gathered from the following example, which 

analyses a single measure installation. 

Consider a two-person family that purchases a solar water heating system because using 

solar energy reduces the amount of oil-fired generation. With an estimated system cost of 

$5,000, or a net cost to society under the TRC test of $2,400 after tax credits (utility incentives 

are considered a pass-through expense in the TRC test), an annual electricity bill savings of 

$240, and a payback to society of 10 years, the TRC for that specific installation can be less than 

one. The family believes that reducing the impact on the environment is a "good thing" to do 

even though on a purely financial basis the payback is very long. Generally, energy efficiency 

measures, or energy efficiency programs that promote measures with long paybacks, for example 

10 years, will not pass the TRC test. 

When reporting the REWH Program TRC for the year, this installation, along with many 

others like it, are included in the calculation. The result is that the cost-effectiveness of the 

REWH Program is lowered because some installations were performed for other than financial 

reasons. 
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RMI/HE;CO-IR-3 Re: HECO FSOP at pages 30-31, outside positions. 

Please provide the percentage of current positions for HECO, MECO and HELCO directly 
related to DSM administration that are contract employees from outside firms. 

HECO Response: 

See below: 
Contract as 

Current Positions Contract Positions % of Current 

HECO 18 
MECO 8 
HELCO 2 
Total 28 
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RMIMECO-IR-4 Re: HECO FSOP at page 46: scope of discussion. 

Please indicate the extent to which HECO's discussion of DSM incentive mechanisms provided 
"in more detail in Issue #8" also apply to MECO and HELCO or more generally as statewide 
issues. 

HECO Response: 

The DSM utility incentive mechanisms proposed by HECO would also apply to MECO 

and HELCO. 
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RMIIHECO-IR-5 Re: m C O  FSOP at page 78: "Utility compensation should also be 
excluded from program costs." 

Does HECO hold that utility "compensation" (DSM utility incentives) are not costs to ratepayers 
associated with DSM implementation? 

HECO Response: 

DSM utility compensation is paid for by ratepayers, but should not be costs included in 

the calculation of shared savings. This would be akin to calculating the profits of a business for 

income statement purposes and then recalculating the income statement by increasing expenses 

by those same profits simply because the profits are paid for by its customers. The program 

costs included in HECO's proposed Modified Utility Cost Test shared savings mechanism 

should conform to the cost elements included in the California Standard Practice Manual: 

Economic Analysis of Demand-side Programs and Project. 
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RMI/HECO-IR-6 Re: I-IECO FSOP at page 79: "However, if the higher compensation was 
included as a program cost, then program cost would increase as a result, 
and therefore, lower compensation." 

Please verify the accuracy of this statement and either provide a revision or provide a 
numerical example showing how this could be possible. Show how a decrease in 
program costs without a decrease in program benefits could result in a decrease in utility 
compensation using a 5% or 10% utility share of savings. 

HECO Resuonse: 

As an illustrative example, assume the NPV of program benefits is $10,000 and program 

expenses excluding utility compensation are $5,000. Assume that utility compensation is equal 

to a percentage of the net benefits. 

10% share of net benefits: 

Initial utility compensation = 10% of ($10,000 - $5,000) = $500 

Increase program costs by utility compensation and recalculate the utility compensation: 

Utility compensation = 10% of ($10,000 - $5,500) = $450, a decrease from $500 

Recalculate because program cost does not include the correct utility compensation: 

Utility compensation = 10% of ($10,000 - $5,450) = $455, an increase from $450 

Recalculate because program cost does not include the correct utility compensation: 

Utility compensation = 10% of ($10,000 - $5,455) = $454.50, a decrease from $455 

This is what HECO meant by a "circular argument" exist, as stated on page 79 of its 

FSOP. 
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RMI/HECO-IR-7 Re: HECO FSOP Exhibit 4: Comparison with other utilities. 

a. Do the analyses documented in this exhibit take into account the differences between the 
respective utilities' service territories, the number of utilities served, differences in end uses 
targeted and measures implemented or in customer energy costs? 

b. How many utility service territories are served by Efficiency Vermont? 

HECO Response: 

a. Differences in service territories and programs between Hawaii and Vermont do exist, and 

the DSM program costs for each state are reflective of those differences. The major 

conclusion to be drawn from this Exhibit is that the use of a third-party administrator in 

Hawaii, similar to an entity such as Efficiency Vermont, is no guarantee that DSM programs 

will be delivered more effectively than by HECO. 

b. According to the RAP study (Exhibit 5 of HECO's FSOP) there were 23 utilities in Vermont 

in 1999. However, the energy efficiency utility, Efficiency Vermont, was established in part 

to serve all of Vermont with consistent program offerings across all utility service territories. 

The Vermont utilities now have very little to do with implementing DSM. Therefore, 

Efficiency Vermont serves nearly all of Vermont's service territory, just as HECO serves all 

of the island of Oahu. 
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RMIJHECO-IR-8 Re: HECO FSOP Exhibits 7 and 8: Clarification re: "Incentives" 
In both of these exhibits there are numerous references to "incentives" that 
appear to refer exclusively to incentives to customer program participants. 

Please indicate whether this is the case and identify all references to incentives to utility 
incentives, if any, in the exhibits. 

HECO Response: 

The term "incentives" in the context of Exhibits 7 and 8 refer to exclusively to incentives 

to customer program participants. 



RMIIHECO-R-9 
DOCKET NO. 05-0069 
PAGE 1 OF 1 

RMIIHECO-IR-9 re: HECO FSOP Exhibits 7 and 8: Federal standards. 

Are the latest federal minimum standards air conditioner efficiency and motor efficiency used in 
determining program impacts throughout these two updated exhibits? Please identify what 
standards are used to establish the base case air conditioner and motor energy consumption 
performance. 

HECO Reswonse: 

The latest federal minimum standards for air conditioning and motor efficiencies are included in 

the impact analysis that supports the various programs. For example: 

Room Air Conditioner (less than 1-ton unit): Minimum EER=9.8 
Central Air Conditioner: Minimum SEER=13 
Package Air Cooled Split System (larger commercial type): EER=9.5 
Package Air Cooled Split System (smaller commercial type): EER=10.3 
Package Water Cooled Split System (all commercial types): EER=11.0 
Water Cooled Centrifugal Chillers (very large type): Min. Efficiency=O.60 kW/ton 
Water Cooled Centrifugal Chillers (medium and large types): 

Min. Efficiency=0.68 kW/ton 
Motors: Premium efficiency classification according to NEMA 
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RMI/HECO-IR-10 Re: HECO FSOP Exhibit 10: Inclusion of utility compensation. 

a. Do the program costs and corresponding benefidcost ratios include utility compensation 
(DSM utility incentives) in any part of this exhibit? 

b. If so, please indicate what utility incentive assumptions were incorporated. 

c. If not, please indicate where HECO has provided in any of its exhibits the program benefits 
and costs and costhenefit ratios for its proposed programs including utility compensation 
(incentives). 

HECO Response: 

a. The program costs represented in Exhibit 10 do not include utility compensation. 

b. Not applicable. 

c. Please see HECO's response to CAMECO-IR-9. 
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RMI/HECO-IR- 1 1 Re: HECO FSOP Exhibit 10, p.2: Assumed capital costs. 

a. Please indicate the source, components and calculation of the discount rate used in the 
exhibit. 

b. Please provide the most recent components, proportions and returns for HECO's capital 
structure (short and long term debt, preferred and common equity) proposed by HECO, the 
Consumer Advocate andlor recognized in the Commission's interim order in HECO's rate 
case (Docket No. 04-01 13). 

HECO Response: 

a. The discount rate of 8.09% used for computation of the net present value components of the 

benefitkost ratios were derived from the HECO IRP-3 analysis. 

b. See the attached illustration of the composite cost of capital of 8.66% that was deemed 

appropriate and reasonable, for interim decision purposes pending a final decision in the 

docket, by the Commission in Interim Decision and Order No. 22050 in Docket No. 04- 
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RMIEECO-IR-12 re: HECO FSOP Exhibit 10, p.12: Avoided Costs. 

a. Are the "Demand ($/k'W)" costs on the table the same as "avoided capacity costs" 
determined by the IRP analyses? Please clarify the nature of these costs. 

b. Are the demand costs referred to above "economic carrying charges" generated by the 
"Strategist" model? If not, please clarify. 

c. Please identify the cost components included in the demand costs in the table referenced 
above. Indicate whether the costs include fixed operations and maintenance costs, 
depreciation, return and taxes and any other component costs. 

d. Please provide, if available, the magnitudes and/or proportions of each of the components of 
the capacity costs identified in (c) above. 

e. Are all of the costs in Exhibit 10 expressed in terms of revenue requirements (i.e. do they 
include gross up for taxes)? Please clarify. 

f. Please identify the components of the "Average Energy-($kMrh) cost in the table. Indicate 
whether these costs include fuel, purchased power, variable O&M or other component costs. 
Please provide, if available the magnitudes and/or proportions of each of the components of 
these costs. 

g. Are the avoided costs depicted in this table used throughout the preceding tables of the 
exhibit? If not, identify which preceding tables use different avoided cost assumptions and 
the source of the assumptions. 

h. Explain the relationship of the three series of avoided cost estimates in the table and which 
are used in the preceding tables. 

HECO Response: 

a. HECO is not sure what RMI is referring to by "avoided capacity costs determined by the 

IRP analysis". Specifically, HECO is unaware of any "avoided capacity costs" (e.g., 

specific $/kW rates) that are provided in HECO's IRP-3 filing. Having said that, avoided 

cost rates for DSM programs are influenced by the timing and magnitude of DSM impacts, 

and by other assumptions such as the load forecast used in the analysis. The $/kW avoided 

capacity costs provided in Exhibit 10 would likely have been different from $/kW costs 

calculated for HECO's IRP-3 filing, had they been provided. However, the IRP-3 process 
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did evaluate the reasonableness of HECOYs Energy Efficiency programs (see Section 6 and 

11.6.3), using the assumptions available at the time. Further, Chapter 14 of the IRP-3, 

Updated Information and its Eflect 
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influence demand costs are implicitly built-into the revenue requirement assumptions used 

by the model. 

d. The magnitudes and proportions vary by year, as indicated by column 17 on Exhibit 12, 

page 6, "Avoided Capital and Fixed O&M Costs". Further, these annual avoided dollars are 

then divided by the EE DSM Peak Reduction (shown in column 20), to arrive at a rate 

($/kW). HECO has not separately quantified the depreciation, return, and tax components, 

as they are embedded in the revenue requirement factor assumptions used in Strategist and 

to HECO's knowledge, are not explicitly reported by Strategist. 

e. While the Strategist model outputs are reported in terms of Revenue Requirements, this 

gross up for revenue requirements has been removed by the workpaper provided on pages 5 

and 6 of Exhibit 12, as described in the notes for columns (7) and (17). Consequently, the 

Demand and Average Energy avoided costs reported in Exhibit 10 are costs, rather than 

revenue requirements. 

f. The "Average Energy ($/kwh)" values shown on Exhibit 10, page 12, originate from the 

workpaper provided as Exhibit 12, page 5. The components include fuel, variable 

operations and maintenance, and purchased power costs. These annual avoided costs vary 

by year (shown in column 7), and are divided by the Avoided Energy (shown in column lo), 

to arrive at a rate ($/kwh). 

0 The avoided costs depicted in the top portion of this table (entitled: "Electric Avoided 5' 

w') are used throughout the preceding tables of Exhibit 10. 

h. The avoided cost information depicted in the last series of numbers are the same as the top 
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series, except that some of the numbers are show as $/Mwh rather than $/kwh. The middle 

series of numbers are an old series of avoided cost idomation not used in the analysis. 
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RMIIHECO-IR-13 Re: HECO FSOP Exhibit 10, p.12: Avoided Capacity Costs. 

Please provide the following information to the extent it is available: 

a. What amount (annually or NPV) of the avoided demand (capacity) costs in the no-DSM 
case are attributable to return on equity for new supply resources? Clarify whether this 
amount is stated before or after taxes. 

b. What amount of the avoided demand (capacity) costs in the DSM portfolio case are 
attributable to return on equity for new supply resources? 

c. By what amount (annually or NPV) does the DSM portfolio reduce HECO's return on 
equity for new supply resources? 

HFiCO Response: 

a. The assumed rate of return on common equity is 12% (return to shareholders after corporate 

income taxes), for both the "with EE DSM" and "without EE D S M  case. HECO cannot 

readily quantify this in year-by-year dollars. The capital structure and individual cost 

element assumptions utilized in the DSM avoided cost analysis are as follows: 

Weight Rate 
ST Debt 3% 6% 
LT Debt 36% 6.5% 
Preferred 7% 8% 
Common 54% 12% 

Composite 9.560% 
After-Tax Composite 8.579% 

b. Please see HECO response to sub-part a. above. 

c. HECO has not analyzed the impact of the DSM portfolio on its equity returns. The avoided 

capacity revenue requirements assume a 12% rate of return on equity in both the "with EE 

DSM" and "without EE D S M  cases. 
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RMIIHECO-IR-14 Re: HECO FSOP Exhibit 10, p. 12: Virtual DG avoided costs. 

a. Are the avoided demand costs of $194 per kilowatt for years 2006 through 2009 the costs 
associated with "Virtual D G  referenced in HECO FSOP Exhibit 12 at pages 2-3? If not, 
please explain the source of these avoided costs. 

b. Do the avoided demand costs for these years represent actual avoided cost streams or do 
they represent the value of system reliability for these years? 

c. Please explain how these avoided costs were derived. 

d. Are these costs different in any way than the avoided demand costs indicated for the years 
2015 and thereafter? Please explain. 

e. Do the values of $0 for the years 2010 through 2014 for avoided demand costs indicate that 
there is no capacity or reliability value provided by the DSM programs in these years? 
Please explain. 

HECO Reswonse: 

a. Yes 

b. The avoided demand costs are estimates for avoided cost streams, based on a proxy (the 

"Virtual D G ,  as described on pages 2-3 of Exhibit 12). These estimates are not intended to 

value system reliability for those years. 

c. These proxy costs for Virtual DG were based on HECO's experience with utility-sited 

distributed generation, and include estimates for lease rent, capital improvements, and 

operations and maintenance such as telecommunications, labor, security, environmental, etc. 

d. Yes, the methodology for using Virtual DG to estimate Demand ($/kW) avoided costs is 

only used for 2006 through 2009. The Demand ($/kW) for other years -- such as 2015 and 

beyond -- is based on a scenario which defers a coal unit. As illustrated by the scenario on 

Exhibit 12, page 4, without Energy Efficiency DSM, the supply-side coal unit would be 

needed in 2015 rather than 2024. Since this deferral value is due to the Energy Efficiency 
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DSM programs, a $/kW rate can be calculated based on the estimates for per-year cost 

savings and per-year kW impacts. 

e. The Demand avoided costs of $O/kW shown in years 2010 through 2015 are meant to 

indicate that during this window of time, new increments of Energy Efficiency DSM do not 

have explicit capacity value (as clarified in the response to subpart "b", above, the avoided 

costs are not based on any value for system reliability). Explicit capacity value is estimated 

by eliminating the need for a supply-side unit, deferring the installation date of a supply-side 

unit, or using methods like the virtual DG approach. While the incremental impacts of DSM 

for years 2010 through 2014 are calculated to be zero, the cumulative benefit of the DSM 

measures installed during years 2014 through 2014 are ultimately realized when the coal 

unit is deferred in 2015. 
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RMUHECO-IR-15 Re: HECO FSOP Exhibit 12, p. 1-3: Clarification of "Scenario A" 
Several references are made to "Scenario A". 

Does this scenario refer to the DSM case, the no-DSM case or both? Are there other scenarios? 
What are the results of the other scenarios? Please clarify. 

HECO Resoonse: 

"Scenario A" refers to both the DSM case and no-DSM case. 

In the process of developing resource plans, the Company develops innumerable 

scenarios to explore the uncertainty surrounding the input assumptions. However, for the 

purpose of developing a basis for the EE Docket DSM avoided capacity and energy costs, 

Scenario A was deemed to be a reasonable depiction of a likely resource plan. 
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RMI/lLECO-IR-16 Re: HECO FSOP Exhibit 12, p.4: Deferred resource characteristics 

a. Does the table on page 4 of Exhibit 12 depict the resource deferrals associated with the 
avoided costs presented in the table on page 12 of Exhibit lo? 

b. Are the only resources deferred by the DSM portfolio the "Virtual D G  and "FBC Coal" 
resources? 

c. Please provide the Uniform Information Forms for the Virtual DG and FBC Coal resources. 

d. Please indicate how the Virtual DG resource was quantified and characterized to represent 
the impacts of the DSM resource portfolio. 

HECO Response: 

a. Yes. 

b. Yes. 

c. This Virtual DG supply-side resource is a proxy resource that was modeled with the 

following key assumptions: 

Heat Rate estimated at 10,200 BTU/'kWh 

EFOR estimated at 12% 

Maintenance Outage estimated at 1 weemear  

Cumulative Installed Capacity (to track the estimated EE DSM peak impacts): 

Estimated $213/kW-year Capital & Fixed O&M revenue requirement (grossed up cost) 
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Please refer to the attached 180 MW Atmospheric Fluidized Bed Combustion Unit 

Information Form, which was provided in HECO's IRP-3 at Appendix 0-170. HECO 

updated the estimate for Total Capital Cost to $557 Million in 2006 dollars (IRP-3 estimated 

$492 in 2003 dollars), and the Mature Forced Outage Rate to 2 percent (IRP-3 estimated 

d. Please see the response to RMI IR-14, sub-part c. 
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RMVHECO-IR-17 Re: HECO FSOP Exhibit 12, pp. 1-4: Virtual vs real DG. 

a. Is HECO actually undertaking any special efforts to encourage installation of DG resources 
to address its capacity reserve shortfall? 

b. Are any of these efforts part of the characterization of the Virtual DG resource characterized 
in Scenario A? 

c. Please identify what efforts HECO is making to encourage the installation of DG to address 
its capacity reserve shortfall. 

d. Would any of the efforts identified above be displaced, reduced or deferred by the 
implementation of the DSM portfolio? 

HECO Response: 

a. Yes. 

b. Yes. HECO installed 14.8 MW of utility-sited DG units in 2005 to mitigate the reserve 

capacity shortfall. HECO is pursuing installation of additional temporary DG units at 

HECO sites, targeting up to 15 MW in 2006. These DG resources are included in 

Scenario A. The costs of developing such DG resources serves as the basis for the proxy 

supply-side resource called "Virtual DG." 

c. To address the reserve capacity shortfall, HECO is pursuing installation of additional 

temporary DG units at HECO sites in 2006 and will evaluate further opportunities for 

installation of temporary DG in 2007 and beyond. At this time, the full potential for 

temporary DG is unknown as it is highly dependent upon site specific factors. 

Additionally, HECO is evaluating the feasibility of a dispatchable standby 

generation program similar to that established as a regulated utility service by Portland 

General Electric ("PGE). In the PGE dispatchable standby generation program, the 

electric utility is allowed to remotely dispatch customer-owned standby generators for 



RMIMECO-IR- 17 
DOCKET NO. 05-0069 
PAGE 2 OF 3 

limited peaking duty purposes. PGE provides financial payment to the customer for 

various costs incurred by the customer to enable utility dispatch. According to PGE, the 

dispatchable standby generation program is one of the most cost-effective resource 

options for peaking capacity. 

By letter agreement executed with the State of Hawaii Department of 

Transportation Airports Division ("DOT Airports") on December 21,2005, HECO and 

the DOT Airports agreed to jointly study whether a dispatchable standby generation 

arrangement is feasible for implementation in the 2008 timeframe at the Honolulu 

International Airport. The HECO feasibility study will evaluate technical, economic, 

permitting, and regulatory factors and allow both HECO and DOT Airports to decide 

whether to proceed with an actual one-off project at the Honolulu Airport. HECO is also 

considering applications of this DG model to other large customers. At this time, the full 

potential of a dispatchable standby generation program is unknown. 

HECO is also evaluating the potential for development of DG resources on Oahu 

military sites. The objectives being pursued in the evaluation include (1) enhancement of 

energy security and reliability for the Department of Defense ("DOD"); (2) energy cost 

savings; (3) reduced use of fossil fuel; and (4) provision of benefits to HECO's system 

and ratepayers. Based on study results so far, technical potential exists for the instaIlation 

of peaking DG at various military bases. However, actual DG development will depend 

on economic, permitting, and regulatory factors, and on DOD contracting requirements. 

d. No. The reserve capacity shortfall is of sufficient magnitude such that the DG efforts 

described above would not be displaced, reduced or deferred by the implementation of 

the DSM portfolio. Additionally, irrespective of the reserve capacity shortfall, HECO is 
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pursuing development of DG options such as dispatchable standby generation due to the 

inherent value that such options may provide to HECO and its ratepayers. 
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RMI/HECO-IR- 18 Re: HECO FSOP Exhibit 12, p. 11: Derivation of utility incentives. 
The tables on page 11 show lost margins and shareholder incentives for 
HECO's proposed DSM programs under HECO's original mechanisms. 

a. Does HECO provide anywhere in its filings in this docket similar information showing 
annual lost margins and shareholder incentives under any of its mechanisms proposed in this 
docket? Please indicate where this information has been provided. 

b. Does HECO provide updated versions of the exhibits to T-10 filed in Docket No. 04-01 13 
showing how its updated proposals for lost margins and shareholder incentives would be 
calculated, implemented and reconciled? Please indicate where this information has been 
provided. 

HECO Response: 

a. Yes. The annual utility compensation levels for HECO's two alternatives described on 

pages 78 and 79 of its FSOP are shown in Exhibit 13, on lines 27 through 39. Exhibit 13 

has been updated in DOD/HECO-IR-1-2, page 2. 

b. Yes, the annual utility compensation levels for utility incentive proposed by HECO in 

Docket No. 04-01 13 are shown in Exhibit 13, lines 14 through 20. Exhibit 13 has been 

updated in DOD/HECO-IR-1-2, page 2. 
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IWIUHECO-IR- 19 Re: HECO FSOP Exhibit 13: Utility incentive projections. 

a. Please clarify what is proposed in "Company Proposal lSt Alternative.. ." and "Company 
Proposal 2"d Alternative.. .". Do these refer to specific alternatives described in HECO's 
FSOP? 

b. Is it intentional that there are no fixed cost shortfall amounts entered on line 30? 

HECO Response: 

a. Yes, the proposals refer to the alternatives described on pages 78 and 79 of HECO's FSOP. 

HECO has made three utility compensation proposals, one which HECO described in direct 

testimony in Docket No. 04-01 13, and 2 alternative proposals described on pages 78 and 79 

of its FSOP. HECO is making these three proposals in order to facilitate discussion that 

may lead to substantial agreement on one of the three proposals or some version of the three 

proposals. The two alternative proposals provide approximately the same level of incentive 

of about $3 to $4 million per year. Please also see HECO's responses to DOD/HECO-IR-1- 

2, DOD/HECO-IR-1 - 16, DOD/HECO-IR-1- 17, and HSEAMLECO-FSOP-7. 

b. Yes, HECO's lSt utility compensation Alternative does not include the recovery of fixed cost 

shortfalls between rate cases. The shortfalls are recovered through base rates in a general 

rate case when the impact of energy savings resulting from DSM programs is included in the 

test year sales estimate. 
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RMI/HECO-IR-20 Re: HECO Rate Case Exhibits from Docket No. 04-01 13. 

In its own FSOP, RMI relies upon information from several exhibits and work papers filed by 
HECO as part of its original rate case application in Docket No. 04-01 13. For each of the 
following exhibits and work papers please indicate whether they have been revised or updated in 
Docket No. 04-01 13 and whether the latest exhibits and work papers can be provided. Only 
specific pages of the voluminous work papers are requested: 

HECO-106 ECAC tariff pages: Revised sheet Nos. 63,63A and 63B 
HECO- 1032 
HECO-2207 
HECO-2208 
HECO-22 1 1 
HECO-2218 through 2225 
HECO-WP-2202 pp. 1-12 and 49-64 of 173 
HECO-WP-2217, pp.90-95 of 153 

HECO Res~onse: 

The requested documents are voluminous. A copy can be made available for inspection 

at HECO's Regulatory Affairs office. Please contact Dan Brown at 543-4795 to arrange for 

inspection. To also facilitate the review of the document, HECO will provide a PDF of the 

documents on a CD. 
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Please provide the following information for HECO's residential, commercial and total DSM 
programs for each year from 1996 through 2005 (or through 2004 where information is not 
available for 2005): 

(a) the kWh and kW impacts on the customer and generation levels and lost margins 
(A&S Report, May 3 1,2005, Attachment E, p. 126, Exhibit 20). 

(b) the calculation of unit lost margins including the revenue lost, energy charges in base 
rates, variable operations and maintenance costs and any other components used each year. 

(c) the calculation of shareholder incentives including program costs, avoided energy and 
capacity benefits, net benefits, and shared savings. 

(d) the amount of shareholder incentives and lost margins accrued (as adjusted) for 
recovery each year. 

HECO Response: 

The requested documents are voluminous. A copy can be made available for inspection 

at HECO's Regulatory Affairs office. Please contact Dan Brown at 543-4795 to arrange for 

inspection. To also facilitate the review of the document, HECO will provide a PDF of the 

documents on a CD. 
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RMVHECO-IR-22 

Please provide for each year from 1996 through 2005 for each HECO customer class: 

a. the base energy rates (by block where applicable) 

b. the base fuel energy rates 

c. the average marginal cost of delivered energy (broken down by components as in HECO- 
WP-2217 at pages 90 - 95.) 

HECO Response: 

a. Schedule R 

Effective 01/01/96 Base Fuel Energy Charge 3.514 cents per kWh 

Non-Fuel Energy Charge 7.7610 cents per kWh 

Effective 01/01/97 Non-Fuel Energy Charge 7.7814 cents per kWh 

Schedule G 

Effective 01/01/96 Energy Charge 11.1775 cents per kWh 

Effective 01/01/97 Energy Charge 1 1.1570 cents per kWh 

Schedule J 

Effective 01/01/96 

First 200 kWh/mo/billed kW 8.7054 cents per kWh 

Next 200 kWh/mo/billed kW 7.5574 cents per kWh 

All over 400 kWmolbilled kW 6.5286 cents per kWh 

Effective 01/01/97 

First 200 kWh/mo/billed kW 8.6900 cents per kWh 

Next 200 kWh/molbilled kW 7.5419 cents per kWh 

All over 400 kWh/mo/billed kW 6.5130 cents per kWh 



RMI/HECO-IR-22 
DOCKET NO. 05-0069 
PAGE 2 OF 3 

HECO Response continued: 

Schedule H 

Effective 01/01/96 Energy Charge 7.7296 cents per kWh 

Effective 01/01/97 Energy Charge 7.7422 cents per kWh 

Schedule P (all PS, PP, PT) 

Effective 0110 1/96 

First 200 kWmolbilled kW 7.2136 cents per kWh 

Next 200 kWmo/billed kW 6.4152 cents per kWh 

All over 400 kWmolbilled kW 6.1056 cents per kWh 

Effective 01/01/97 to 0513 1/01 

First 200 kWmolbilled kW 7.2087 cents per kWh 

Next 200 kWmolbilled kW 6.4104 cents per kWh 

All over 400 kWmo/billed kW 6.1010 cents per kWh 

Schedule PS 

Effective 0610 110 1 

First 200 kWmolbilled kW 7.2087 cents per kWh 

Next 200 kWmo/billed kW 6.4104 cents per kWh 

All over 400 kWmo/billed kW 6.1010 cents per kWh 
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HIECO Response continued: 

Schedule PP 

Effective 06/01/01 

First 200 kWh/mo/billed kW 7.0715 cents per kWh 

Next 200 kWh/mo/billed kW 6.2884 cents per kWh 

All over 400 kWmolbilled kW 5.9849 cents per kWh 

Schedule PT 

Effective 0610 1/01 

First 200 kWh/mo/billed kW 6.9708 cents per kWh 

Next 200 kWh/mo/billed kW 6.1989 cents per kWh 

All over 400 kWh/mo/billed kW 5.8997 cents per kWh 

Schedule F 

Effective 0 1/01/96 

First 150 kWh/mo/billed kW 12.6868 cents per kWh 

All over 150 kWh/mo/billed kW 8.7127 cents per kWh 

Effective 01/01/97 

First 150 kWmo/billed kW 12.7049 cents per kWh 

All over 150 kWmo/billed kW 8.7309 cents per kWh 

b. See HECO's response to subpart a. above. 

c. The requested information is unavailable. The estimated marginal energy costs referenced 

in HECO-WP-2217, pages 90-95, are calculated only for presentation in rate case direct 

testimony and rate case rebuttal testimony. These estimated marginal energy costs are not 

calculated on a regular basis. 
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On page 9, is HECO willing to broaden the consideration of energy issues on this docket to 
include to all DSM measures? Does HECO agree with the County of Maui's recommendations 
for revising the definition of DSM as stated on page 14 of its FSOP? 

HECO Response: 

HECO does not intend to broaden the consideration of energy issues to include other than 

DSM measures which are designed to influence utility customer uses of electricity, as defined by 

the IRP Framework in Section I, Definitions. 

HECO also does not agree with the County of Maui7s recommendations for revising the 

definition of DSM as stated on page 12 of its FSOP. In its FSOP, the County of Maui proposes 

to include distributed energy resources in the IRP Framework definition of demand-side 

management programs. HECO considers distributed energy resources as supply-side resources, 

which are considered separately from demand-side resources in HEC07s IRP. 
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HREA/HECO-IR-2 Also on page 9, HECO states the following: 

"HECO supports goals for energy efficiency and has developed an estimate for the 
amount of energy efficiency that the Company intends to achieve on Oahu over a five 
year action plan implementation period, provided HECO receives approval to implement 
its proposed DSM programs ..." 

HREA observes that HECO had not included certain DSM technologies in its IRP, which we 
believe can provide significantly benefits, e.g., solar air conditioning (SAC) systems, seawater 
air conditioning (SWAC) district cooling systems, and customer-sited, electricity-generating 
renewables, such as PV and wind. Can HREA get HECO's support to include these technologies 
in its IRP? If not, why not? 

HECO Response: 

HECO supports all demand-side technologies that can reduce the use of electrical energy 

by the customer. This includes seawater air conditioning district cooling systems, which may be 

the recipient of customer rebates under HECO's Commercial and Industrial Customized Rebate 

Program. HECO also supports electricity-generating renewables, such as PV and wind in its 

IRP as indicated in its IRP-3 report, figure 1.17- 1, "Final Preferred Plan", page 1-24. However, 

because these latter technologies are supply-side technologies rather than demand-side measures, 

they are not eligible for customer rebates under HECO's DSM programs. 
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HREAIHECO-IR-3 On page 10, HECO states the following: 

"The energy efficiency DSM program goals should also be achievable; otherwise the 
goals quickly become irrelevant. Maximum achievable potential ("MAP) represents the 
maximum amount of energy efficiency that is obtainable from measures covered by the 
utilities' DSM programs. In order to achieve the MAP the customer incentive in some 
cases is equal to 100% of the incremental cost of the more efficient technology. The 
MAP also assumes highly aggressive and costly advertising and marketing efforts." 

As a follow-up to HREA-HECO-IR-2, HECO has established DSM program goals based on their 
MAP analysis referenced above. Will HECO now revise and update their MAP analysis to 
reflect promising new technologies, such as SAC, SWAC and customer-sited, electricity- 
generating renewables? 

As an example, the analysis below indicates the potential for SWAC~: 

"On average, a ton of SWAC reduces energy demand by 3,475 k W y r  and generation 
demand by 0.627 kW. Using HECO's current formula, the rebate to be provided to 
SWAC would be $252 (= 3,475 kWh x $O.OSkWh + 0.627 kW x $125/kW). The average 
cost of SWAC is $4,80O/ton. A typical conventional air conditioning system with cooling 
towers costs $1,05O/ton. Therefore, HECO's potential rebate is less than 7% of the 
differential cost of $3,75O/ton. How can E C O  justify such a low percentage for SWAC 
when they claim that "[iln order to achieve the MAP the customer incentive in some 
cases is equal to 100% of the incremental cost of the more efficient technology?" 

"One ton of SWAC provides energy savings and demand reduction benefits that are 
equivalent to a solar water heating system. Solar water heating has been the centerpiece 
of HECO's residential DSM programs and has demonstrated its value to the utility 
system (and to the environment and local economy). The average solar water heating 
system costs about $4,700. A standard electric water heater might cost $500, for a cost 
differential of $4,200. HECO provides a rebate of $750 for a solar water heating system, 
or nearly 18% of the cost differential. HECO has proposed increasing the rebate to 
$1,000 (which we strongly support). This is nearly 27% of the differential cost. In 
addition, solar water heating systems are eligible for a 35% state tax credit and a 30% 
federal tax credit. Total incentives for a solar water heating system may approach $2,877, 
or nearly 69%, of the differential cost. Since each ton of SWAC provides benefits 
equivalent to one solar water heating system, how can HECO justify a rebate for SWAC 
that is only 113 to 114 that provided to solar water heating?" 
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HEiCO Response: 

While HECO's MAP analysis did not include seawater air conditioning district cooling 

systems, the analysis did include the potential for more efficient chilled water and ventilation 

systems for office buildings and hotels. Thus, the potential for energy savings in the facilities 

that would be targeted by the seawater air conditioning district cooling system has in part already 

been accounted for in the MAP analysis. HECO does not intend to update its MAP analysis at 

this time, but recognizes that a seawater air conditioning district cooling system, if realized, 

represents additional energy and demand savings potential because of the higher efficiency 

afforded by those technologies. As indicated in HREA/HECO-IR- 2, HECO contends that DSM 

measures do not include customer sited, electricity-generated renewables. 

HECO sets its customer incentive at levels it feels is necessary to motivate customers to 

adopt the particular DSM measures and not on the basis of participant costs or on the basis of 

avoided capacity value. When HECO refers to customer incentives that are approximately 25% 

of the incremental cost to install the more efficient alternative, it is using the percentage as a 

guideline and rough measure of magnitude in relation to the installation cost, not as a inviolate 

rule to determine the incentive level. 

The $0.05/kwh and $125/kw incentive levels in the C&I Customized Rebate Program 

have resulted in excellent customer response. In fact, in five out of the last six years, HECO's 

CICR Program has exceeded its program budgets for customer incentives. HECO considers the 

level of customer response in this case to be an indication that the existing incentive levels are 

more than sufficient to support program participation and do not have to be increased for specific 

projects. 
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On the other hand, solar water heating systems are currently one of the few major energy 

conservation measures of which residential customers can take advantage. Water heating in 

Hawaii is the end use that uses the most electricity in homes that do not have air-conditioning. 

In contrast, commercial and industrial customers have many alternative cost-effective 

technologies available to them to effect energy efficiency. Thus, for customer equity and cross- 

county consistency reasons, and because the federal residential solar water heating tax credit 

expires at the end of 2007 (unless extended by Congress) HECO has proposed to increase the 

residential solar water heating rebate to $1000 from $750, as stated on pages 44 and 45 of 

HECO's FSOP. 
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HREAHECO-IR-4 On page 11, HECO states the following: 

". . .achievement of load reductions through energy efficiency programs is a matter of 
customer choice. Customers have a variety of reasons to participate, or not participate, in 
energy efficiency. Thus, the utilities need to provide a portfolio of programs, procedures, 
incentives, and educational messages, to attract the customer's attention." 

HREA observes it is often necessary to provide a rebate to customers to make such programs 
desirable, and get the customers' attention. How does HECO determine the appropriate 
magnitude of such rebates for specific programs? Please provide a list of HECO's DSM 
programs, which have rebates, and the percentage of differential cost that is provided as a rebate. 

HECO Response: 

HECO typically formulates its rebates based on levels sufficient to encourage customers 

to adopt demand-side management measures. As a way of expressing the magnitude of the 

incentive, customer rebates are often stated as a percentage of the customer's incremental cost 

for installing the energy efficiency measure. The level of incentive varies by program and is 

determined based on HECO's past experience in implementing the various programs combined 

with industry benchmark experience. Below is a listing of the rebates proposed in this docket 

expressed as a percentage of the incremental cost to install the measures covered by each 

program. 

COMMERCIAL INDUSTRIAL ENERGY EFFICIENCY 
COMMERCIAL INDUSTRIAL NEW CONTRUCTION 
COMMERCIAL INDUSTRIAL CUSTOM REBATES 
ENERGY SOLUTIONS FOR THE HOME 
RESIDENTIAL EFFICIENT WATER HEATING PROGRAM 
RESIDENTIAL NEW CONSTRUCTION PROGRAM 
RESIDENTIAL LOW INCOME 
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HREA/HECO-LR-5 Also on page 11, HECO states the following: 

"HECO suggests that goals be developed using the most recent market potential studies 
available for the service territories served by each utility . . ." 

Were SAC, SWAC and customer-sited renewables included in the most recent market potential 
studies for HECO's service territory? If yes, please provide a copy of this study. If not, can 
HREA get HECO's support to amend its most recent market potential studies to include these 
technologies, and especially the SWAC systems that are under development (e.g., downtown 
Honolulu) and proposed (Waikiki; University of Hawaii; and Pearl Harbor/Hickarn/Airport)? 

HECO Resvonse: 

During its preparations for IRP-3, HECO did not conduct detailed assessments of the 

SAC and SWAC technologies. During the technology measure screening stages (conducted in 

2003), HECO did not find sufficient technical nor market information to justify the inclusion of 

either measure in the universal list of energy efficiency measures. HECO expects that as more 

information becomes available, that it will address either or both measures during its next round 

of market potential assessments. 

As stated in HECO's response to HREAIHECO-IR-3, HECO's market potential study 

already includes energy savings from chilled water and ventilation systems of office buildings 

and hotels, which could be realized through connection with a SWAC district cooling system or 

SAC. Furthermore, customer-sited renewables are not included in the IRP Framework definition 

of DSM measure. Thus, HECO does not intend to amend its market potential studies at this 

time. 

In the meantime, the C&I Customized Rebate Program currently provides a mechanism 

for supporting emerging energy efficiency measures such as SAC and S WAC. 
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HREA/HECO-IR-6 On pages 15 - 16, regarding market structure: 

HECO discusses its costs for administering DSM versus Energy Efficiency Vermont. Without 
ascertaining the veracity of the numbers (28 cents/kWh for Energy Efficiency Vermont versus 24 
cents/kWh for HECO), we will assume for the moment that HECO is willing to forgo "lost 
margins," in which case, we would agree it is possible that for some DSM measures the utility 
might be competitive. Moreover, HECO's discussion appears to support bidding out at least 
some DSM programs. So, rather than playing a numbers analysis game of which entity would be 
best for which DSM measure, would HECO agree to defend its contention that it can be the low 
cost provider of DSM services by competing against all comers in a DSM solicitation to be 
administered by the PUC? If not, why not? For example, how else can HECO be sure and 
convince HREA and the other Parties and the Commission, that it is the low cost DSM provider? 

HECO Response: 

HECO does not agree that it must compete against all comers in a DSM solicitation to 

show that it can be the low cost provider. It also does not agree that being the low cost provider 

is synonymous with being the best DSM program administrator. 

HECO believes that its current and historical performance, along with the comparison to 

Efficiency Vermont, provides sufficient evidence that HECO can be the most effective provider 

of DSM services without the necessity to participate in a costly and time consuming competitive 

bid process as proposed by HREA. In administering the competitive bid process, the 

Commission would have to develop for each program 1) a short-list of eligible third-party 

providers, 2) program design, 3) RFPs, and respond to questions about the RFPs, 4) a 

methodology for evaluating the proposals, 5) select the winning bid, and 6) negotiate the 

contracts. These steps take time and will require considerable resources on the part of the 

Commission. 

In addition, HECO has certain concerns about a competitive bid process for DSM as 

outlined in its FSOP on pages 35 through 38. HECO maintains that the least cost provider is not 

necessarily the best DSM program administrator. 
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HREA/HECO-IR-7 On page 16, HECO states the following: 

"HECO, HELCO and MECO ("Companies") have been very successful in their energy 
efficiency efforts under the existing market structure. From 1996 through 2005, the 
Companies' energy efficiency programs have reduced customers' consumption of energy 
by 2.4 million mwh and reduced peak demand by 66 megawatts . . ." 

Referencing the following additional comments and analysis from HSWAC' on the potential for 
SWAC: 

"There are an estimated 100,000 tons of developable SWAC potential on Oahu. Honolulu 
Seawater Air Conditioning intends to develop this potential over the next ten years (i.e., 
by 2016). These SWAC developments are projected to reduce energy consumption by 2.3 
million MWh and peak demand by 63 MW over the 10-year period of 2009 - 2018. This 
represents a near doubling of all of HECO's DSM program benefits over a 10-year period 
(1996 - 2005). Benefits are even greater if one considers chilled water rerun condenser 
cooling effects. 

In spite of this, HECO has not included SWAC technology or SWAC projects under 
development and planned, in their most recent IRP plan. Even if HECO is able to achieve 
energy savings and demand reduction equal to the first 10 years of their DSM programs, 
this means that they have ignored a nearly equal potential contribution from SWAC." 

HREA notes that HSWAC has discussed its technology with HECO and we are confused as to 
why HSWAC has not been included in HECO's 5-year Action Plan. Specifically, HREA does 
not believe HECO claim that "HECO, HELCO and MECO ("Companies") have been very 
successful in their energy efficiency efforts under the existing market structure" when promising 
technologies such as SWAC, and also SAC and electricity-generating, customer-sited renewables 
are not included in its 5-year plan. If HECO does not believe these technologies are ready for 
deployment at this time, would HECO consider partnering with industry on demonstration 
projects? If so, how could that be done within IRP? 

As stated in Section 13.2.2 of HECO's IRP-3 report, HECO believes that Sea Water Air 

Conditioning (SWAC) is a renewable energy technology that is emerging as a possible energy 

option for reducing the electricity requirement for air conditioning for commercial customers. 

Like other emerging technologies it is difficult to assess the timing of the commercial viability of 

the technology in a specific location. While HECO welcomes the development and installation 

of SWAC systems in Hawaii, at the time the DSM measure screening analysis was being 
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conducted in the IRP-3 planning process there was substantial uncertainty as to when it would be 

installed and the date commercial operations would commence. Thus, the inclusion of SWAC in 

HECO's DSM Action Plan is not an issue of whether or not SWAC is technically feasible, but if 

and when it would be installed in Honolulu. Information regarding land acquisition or 

development agreements for the plant site, rights of way for chilled water distribution lines, and 

service agreements with facility and building managers would help HECO understand the 

progress SWAC is making toward commercial operations. HECO is willing to discuss a 

demonstration project with SWAC and, when such a project is established, the results could be 

incorporated into future IRP analyses. 

However, regardless of the commercially viability of SWAC, HECO's existing DSM 

CICR program has the flexibility to provide incentives for customers to install systems using the 

SWAC technology. Further, as stated in its response to HREA/HECO-IR-3 and 5, HECO's 

market potential analysis did include the potential for energy savings in the facilities that would 

be targeted by the SWAC district cooling system. 

In addition, as stated in its response to HREAMOECO-IR-2, HECO has not included 

customer-sited, electricity-generating renewables in its DSM Action Plan because those 

technologies are not demand-side measures. 
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HREAJHECO-IR-8 On page 28, HECO states the following: 

"These residential programs ("REWH and "RNC") have sometimes not been cost 
effective from a Total Resource Cost ("TRC") test perspective. However, the standard 
cost-effectiveness tests applied to DSM programs do not capture all dimensions of the 
purchase decision. While most business decisions are based on expected financial returns, 
residential customers often make purchases for other reasons." 

HECO maintains that "most business decisions are based on expected financial returns." 
However, isn't it true that, in many cases, businesses may not adopt a technology that is more 
cost-effective simply because that technology is new, unfamiliar and these businesses may 
perceive that there are additional risks involved? Isn't it also true that, to at least some extent, 
rebates and other incentives are provided to overcome such market resistance and to compensate 
new users for this additional risk? 

HECO Response: 

It is true that businesses also consider the risk inherent with an unfamiliar technology in 

their decision to adopt that technology. The DSM customer rebates are designed to overcome 

market barriers, including financial barriers and other risks. However, as indicated in its 

response to HSEA/HECO-IR-3, HECO sets its customer incentive at levels it feels is necessary 

to motivate customers to adopt the particular DSM measures. The current $0.05/kwh and 

$125/kw incentive levels in the C&I Customized Rebate Program have resulted in excellent 

customer response. 

Ratepayer funded DSM programs need to strike a balance between offering customer 

incentives to motivate customers to install energy efficient measures and/or adopt new 

technologies versus overpaying incentives and/or providing incentives to customers who would 

have installed the energy efficiency measure even without a utility DSM program. HECO 

qualitatively takes into account customer equity considerations by designing DSM programs that 

offer opportunities for the entire spectrum of its customer base to participate. The Company 

believes that a careful balance needs to be struck between this objective and a hypothetical 
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example where a potential project could offer significant energy and demand savings, but could 

also meet the classic definition of a free-rider. Consideration must certainly be given to 

managing the level of free-riders and the related incentives paid to them. 
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HREA/HECO-IR-9 On page 40, HECO states the following: 

"Move the customer incentive f~lnds among energy efficiency programs and among load 
management programs to address new technologies and to adjust to changes in energy 
codes and other external events that might impact HECO's ability to meet the energy and 
demand goals of the programs." 

"Increase or decrease individual measure incentive levels to respond to changes in 
participation levels and markets." 

"Add new measures, and establish corresponding incentive levels to address market 
opportunities." 

Referring to previous IRs, HREA observes this is clear evidence of HECO's intent to encourage 
new technologies, but lack of follow-through on technologies such as SAC, SWAC and 
electricity-generating, customer-sited renewables. Again, can HREA get HECO's support to 
include these technologies its IRP plans and DSM programs? 

HECO Response: 

HECO disagrees with the statement regarding "lack of follow-through on new 

technologies. New energy efficiency technologies, such as SWAC and SAC, are provided 

incentives through the C&I Customized Rebate Program if those technologies can be shown to 

be cost-effective. However, as indicated earlier in its response to HREA/HECO-IR-2, 

electricity-generating, customer-sited renewable technologies are outside the scope of HECO's 

DSM programs, as defined by the IRP Framework. 

HECO maintains that renewable technologies are adequately and appropriately addressed 

in its IRP process, specifically, the identification and integration of supply-side resources. 
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HREAPHECO-IR-10 On pages 43 and 44, HECO states the following: 

"HECO is also proposing to increase the maximum single customer rebate limit to 
$350,000 from $250,000. This increase is appropriate since the lower original maximum 
limit was developed when program implementation was just starting in the mid-1990s. 
Based on actual inflation and the likelihood of large projects in the future, HECO 
requests that the maximum single customer rebate limit be increased to $350,000." 

"One of the changes not reflected in Exhibits 7 and 8, is an increase in the solar water 
heating customer incentive to $1000 from $750 in the REWH and RNC Programs. 
HECO is proposing this increase to make the level of incentive consistent with the solar 
water heating incentives at HELCO and MECO and reduce confusion that exists about 
the difference in programs." 

Referencing the following additional comments and analysis from HSWAC1: 

"HECO has proposed increasing the single customer limit from $250,000 to $350,000 (an 
increase of 40%). HECO has also proposed increasing rebates for solar water heating 
systems from $750 per system to $1,000 (an increase of 33%). Recently, HECO 
announce that it was doubling rebates for a number of DSM programs (an increase of 
100%). 

At the same time, HECO has not raised its formula for energy savings ($0.05/kWh) and 
demand reduction ($125/kW) since 1995. At the time this formula was developed, oil 
was less than $17/bbl. It is now at more than $69/bbl (an increase of more than 300%). 
Average commercial electricity rates in HECO's service territory were $0.0950/kWh in 
1995, and $0.1465/kWh in 2005 (an increase of 54%). And, the net present value of 
avoided capacity has increased by -75% just during the period of 2000 to 2005. The 
formula has not even been corrected for inflation (an increase of more than 17%)." 

HREA is seeking equitable treatment among DSM technologies, whether the DSM rebates be 
structured on a market basis or to system benefits. Why haven't the energy savings and demand 
reduction values increased in proportion to the increase in oil prices or at least correct for 
inflation (at a minimum)? 

HECO Response: 

Please see HECO's response to HECOIHREA-IR-3. 
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HREAIHECO-IR- 1 1 On pages 82, HECO states the following: 

''HEX0 and many other stakeholders participated in the IRP-3 effort. (See HECO's IRP-3 
Report, Chapters 3 and 12.) This effort analyzed many options for meeting the electric 
demand of HECO's customers throughout the planning time horizon. HECO's proposed 
DSM programs were the subject of an intensive analysis that reviewed the best 
technology applications from programs across the nation as well as applications unique to 
Hawaii. These DSM program proposals are a key component of HECO's and Oahu's 
energy future." 

HREA takes issue with the claims made above. Per our previous IRs, HECO appears to take a 
much different view of which DSM technologies should be included in HECO's DSM program 
and under what conditions. How can we resolve this apparent impasse, especially at this time 
when HECO claims there are impending capacity shortfalls on Oahu? 

HECO Response: 

As stated in HECO's responses to HREAIHECO-IR- 2 ,5  and '7, HECO agrees with 

HREA that sea water air-conditioning, if shown to be cost effective, should be eligible for DSM 

program incentives under HECO's C&I Customized Rebate Program. In fact, much of the 

potential energy savings that would be captured by a seawater air-conditioning district cooling 

system have been included in HECO's market potential studies (see HECO's response to 

HECO agrees that all possible solutions to the current reserve capacity shortfall situation 

must be evaluated, and if the benefits outweigh the cost and resources are available, also 

implemented. However, not every solution can be effected through HECO's DSM program. 

The IRP Framework, developed in a collaborative manner by a number of parties and approved 

by the Commission defined the scope of demand-side management programs as "programs 

designed to influence utility customer uses of energy to produce desired changes in demand". 

However, DSM comprises just one component of the portfolio of resources that HECO is 

pursuing to resolve the reserve capacity shortfall. As stated in HECO's 2006 Adequacy of 
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Supply filing, dated March 6, 2006, HECO's Action Plan and Mitigation Measures also include 

improving the availability of HECO's generating units, maintaining or improving the availability 

of independent power producers, accelerating the installation of the next generating unit, 

installing Distributed Generation, and implementing a public notification program (page 37, and 

Appendix 4). 
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TGCIALL-IR- 1 Ref.: Issue 1 Whether energy efficiency goals should be established and if 
so, what the goals should be for the State. 

The various types of energy sources each have their own set of attributes, usually both positive 
and negative, in contributing to the state's overall energy picture. 

a. Should increasing the diversity of energy sources/alternatives be included as part of any 
energy efficiency goals? Please explain why or why not. 

b. Should the process of identifying energy efficiency goals take into consideration the 
different scenarios, e.g., natural disasters, shipping disn~ptions, local refinery problems, etc., 
under which energy is, and will be, needed? Please explain why or why not. 

c. For each energy goal to be identifiedhdopted, should the definition of "efficient" and the 
methodology adopted to quantify such "efficiency" differ? If "yes", how doeslwill each 
goal account for such difference, and, if "no", what is the common definition of and 
methodology to be used to define and quantify each goal's efficiency? 

HECO Response: 

a. HECO has identified consistency with the RPS standard as an objective of its energy 

efficiency DSM programs on pages 10 and 34. The RPS standard essentially diversifies the 

state's energy sources to include other than fossil fuels and fossil fired generation. It is 

possible that to achieve diversity in energy source energy efficiency that energy efficiency 

goals could also be applied to energy sources other than electricity. However, the statewide 

goals HECO envisions for its DSM programs are quantified targets for kilowatthours and kw 

saved. 

b. The IRP process is not suited to address hypothetical scenarios such as the examples 

provided. The number of possible scenarios would be unlimited and the resources needed to 

conduct the analysis would also be enormous. Addressing scenarios such as those listed 

above more properly belongs in disaster planning rather than long-term Integrated Resource 

Planning. 

c. The energy efficiency goals are quantified levels of achievement of for DSM programs that 
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the Commission has approved after considering program cost-effectiveness. Thus, the cost- 

effectiveness criteria would have already been applied by the Commission. Therefore, 

HECO does not envision that there would need to be a cost efficiency element to each goal. 
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a. Is a peak load energy efficiency program cost-effective if it is cheaper than the cost to 
generate electricity? 

b. Is a peak load energy efficiency program cost-effective if it is cheaper than the cost to build 
new generation capacity? 

c. Under what conditions should aggressive DSM programs be installed to avert the need for 
new generation? 

HECO Response: 

a. A DSM program is cost effective if the benefits outweigh the costs. For the purposes of 

HECO's DSM programs, the cost-effectiveness tests follow the California Standard 

Practice Manual: Economic Analysis of Demand-side Programs and Projects. The benefits 

include the net present value of the generating capacity energy costs avoided by the 

DSM Programs. However, as noted in HECO's FSOP, pages 28-29, and page 45, the 

standard cost-effectiveness tests do not include non-quantifiable benefits such as customer 

equity, environmental and cultural benefits, and the contribution to the RPS standard. The 

costs are direct program costs. 

b. See HECO's response to part a. above. 

c. Aggressive DSM programs should be implemented as one component of a portfolio of 

resources if the DSM programs are shown to be cost-effective. HECO's IRP-3 Plan takes 

into account the balance between supply-side and demand-side resources. Furthermore, 

some DSM programs should be implemented even if the standard cost-effectiveness tests 

result in a ratio of benefits to costs that are less than one, since customer equity and other 

benefits are not captured by the standard tests and because those DSM programs do result in 

energy and peak demand savings. 
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If cost were not a consideration, what level of average and peak electric load reductions could be 
achieved for each island, that is, what penetration levels are possible? 

HECO Response: 

If cost (i.e., near term rate impacts) were not a consideration then the amount of average 

and peak electric load reductions that could be achieved for each island would theoretically 

approach the Maximum Achievable Potential (MAP) as identified in HECO-1101, Docket No. 

04-01 13, HECO's 2005 TY rate case. However, the ability to achieve the MAP is constrained 

by the degree to which the DSM programs are accepted by the market. Added program expenses 

to overcome market barriers and increase market acceptance by raising customer incentives and 

extending outreach programs will help, but may not result in attaining this maximum upper 

boundary for energy efficiency and load reduction savings. 
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LOLIHECO-IR-3 

a. Is HECO a member of the Hawaii Solar Energy Association? 

b. Is HECO a member of any other party or participant? 

HECO Response: 

a. Yes, HECO has been a member of the Hawaii Solar Energy Association since 1998. Ron 

Richmond, a HECO Customer Energy Program Analyst is an elected director and secretary 

of HSEA but has recused himself from participation in the development of any of HSEA's 

Energy Efficiency Docket positions. 
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KIUC-SOP-IR-2 Ref: HECO Companies's Joint Final SOP, Page 7. 

The HECO Companies' Joint Final SOP states, in relevant part: 
On April 4,2006, April 26,2006 and May 11,2006, the 
partieslparticipants held settlement discussion meetings to attempt 
to reach agreement/partial agreement on the issues for Commission 
review and approval, which would limit the issues needed to be 
addressed in the partieslparticipants FSOPs. 

In connection with the above, the following summarizes KIUC's understanding of 
the consensus reached by the partieslparticipants present at the May 11,2006 
settlement meeting on four of the five issues established for this proceeding as 
they pertain to KIUC, together with some background on each issue: 
Docket Issue No. 2: What market structure(s) is the most appropriate for 
providing these or other DSM programs (e.g., utility-only, utility in competition 
with non-utility providers, non-utility providers)? 

Consensus: As it pertains to KIUC, an electric cooperative essentially owned by 
its customers, there should be no change to the market structure by which KIUC 
currently develops and administers its DSM programs, provided that, as 
recommended by HREA and agreed upon by KIUC, KIUC hire a DSM consultant 
andlor consult with a third party or f~tnd administrator if and when appropriate. 

Background: 

Under the current structure, KIUC, at its discretion, either conducts its own 
DSM/energy services programs or contracts it out to a third party as 
appropriate. During the meeting, KIUC stated that this structure best supports 
the cooperative model, whereby DSM could be integrated with other energy 
services offerings. 

e KIUC also noted that it strives to provide a level of service to its members 
even higher than that allowed or established by the current DSM evaluation 
criteria, and as such, KIUC is currently implementing programs that go 
beyond simple cost effectiveness. Examples given were: (1) KIUC's current 
appliance rebate program, whereby KrUC pays a rebate to any member that 
purchases a qualifying energy efficient appliance, and (2) KIUC's current 
solar rebate and loan program whereby KIUC either pays rebates or provides 
(through third-party lending institutions) no-interest loans for the installation 
of solar water heating systems. In both examples, KTUC does not screen for 
cost effectiveness and the programs are funded by the program budget 
approved by KIUC's Board of Directors (who are elected directly by KIUC's 
customer/members to represent their interests). 

e KIUC also noted that the direct install DSM programs offered by KIUC 
during the past 7 years have significantly penetrated the residential markets. 
As a result, the current remaining markets may be too small to overcome the 
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fixed cost associated with a ft~ll-scale DSM-type program. KIUC stated that 
they believe that these small markets can best be served with energy 
efficiency programs that combine DSM programs with other energy service 
programs. 
KIUC also stated that the commercial programs are an integral part of its 
Commercial Enhanced Energy Services offering and Key Accounts program, 
through which solutions to commercial customer's high-energy costs are 
achieved through a mix of DSM-type measures with other energy service-type 
measures, such as power factor correction. 

Docket Issue No. 3: For utility-incurred costs, what cost recovery mechanism(s) 
is appropriate (e.g., base rates, fuel clause, IRP Clause)? 

Consensus: As it pertains to KIUC, KIUC should be able to recover its utility- 
incurred costs from its members and customers via cost recovery mechanisms that 
are deemed most appropriate for KIUC's situation and cooperative structure. 

Background: As a not-for-profit, member-owned cooperative for which the 
traditional rate base method of ratemaking is not applicable, KIUC anticipates 
working with the Commission and the Consumer Advocate at some point in the 
future to determine the most appropriate cost recovery mechanism that should 
apply not only to energy efficiency costs, but to all of its costs of operation in 
general. This is a matter that should be decided at the time of KIUC's first rate 
case or deregulation proceeding, and is outside of the context of the subject 
proceeding. 

Docket Issue No. 4: For utility-incurred costs, what types of costs are appropriate 
for recovery? 

Consensus: As it pertains to KIUC, KIUC should be able to recover all of its 
incurred costs associated with energy efficiency programs. 

Background: During the meeting, KIUC explained that this cost recovery issue 
seems to involve whether DSM program costs should be recovered from the 
utility's ratepayers or instead paid for by the utility's shareholders. KIUC 
explained that this is not applicable to KIUC (i.e., a not-for-profit, member-owned 
cooperative with the ratepayers and the shareholders essentially being one and the 
same). In the end, it is our understanding that all parties present agreed that 
KIUC should be allowed to recover its costs associated with energy efficiency 
programs. 

As a side note, during the meeting, we also understand that the parties considered 
whether there should be a revenue erosion mechanism and if so, what should this 
mechanism be. For the same reasons as Docket Issue No. 3, it is our 
understanding that the parties present agreed that this issue does not apply to a 
not-for-profit, member-owned cooperative such as KIUC. 
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Docket Issue No. 5: Whether DSM incentive mechanisms are appropriate to 
encourage the implementation of DSM programs, and, if so, what is the 
appropriate mechanism(s) for such DSM incentives? 

Consensus: As it pertains to KIUC, the use of financial incentives to facilitate the 
pursuit of DSM programs are not applicable to KIUC. KIUC's ratepayers and 
shareholders are essentially one and the same, and as such, any financial incentive 
charged to the ratepayers to benefit the shareholders is essentially a charge that 
will be returned to the ratepayers (aka shareholders). 

In addition, with respect to Docket Issue No. 1 (Whether energy efficiency goals 

should be established and if so, what the goals should be for the State), it is also 

KIUC's understanding that, during prior discussions amongst the parties, an 

agreement was also reached that energy efficiency goals should not be 

established, as it pertains specifically to KIUC. 

Please confirm whether KIUC's understanding of the above consensus is correct, 
as they apply to KIUC. If not, please explain why KIUC's understanding is 
incorrect. 

HECO Response: 

HECO recognizes that KIUC, as a cooperative, has legitimate reasons that support its 

position to be considered separately from investor-owned, for-profit, utilities for the purposes of 

DSM market structure, cost recovery, and utility incentives. Thus, HECO fully expects that the 

Commission will take these considerations into account in its decision. 

The Company does not agree with KIUC that the "cost recovery issue seems to involve 

whether DSM program costs should be recovered from the utility's ratepayers or instead paid by 

the utility's shareholders" as it states above in Docket Issue No. 4. It is HEC07s understanding 

that none of the parties in this proceeding have recommended that utility shareholders pay any 
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portion of DSM program costs. Instead it appears that the consensus among the parties is that all 

legitimate program costs can be fully recovered from ratepayers. 


